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What South Korea’s 
President Should Do as 
State Guest 

P resident Park Geun-hye will make a state 
visit to the United States from June 14 to 
19. It is expeeted that the agenda items for the 
summit talks this time will inelude strategie 
eooperation between Washington and Seoul in the eurrent situation in whieh 
the differing national seeurity strategies of the U.S. and China are eompelling 
South Korea to make diffieult ehoiees, as well as a joint response to the North 
Korean nuelear threat and the eonfirmation of the firmness of the ROK-U.S. 
Allianee. 
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Her visit next month is drawing partieular attention in that things are 
ehanging fast in Northeast Asia these days. Japanese Prime Minister Shinzo 
Abe’s reeent visit to Washington D.C. brought U.S. -Japan relations even 
eloser, and Beijing and Tokyo appear to be burying the hatehet nowadays. 
Kim Jong-un’s reign of terror, in the meantime, is making it even more dif- 
fieult to prediet where the North is headed. The tension between the U.S. 
and China surrounding the deployment of THAAD in South Korea is ongo- 
ing, and the Washington-led trilateral MOU for sharing military data among 
South Korea, the U.S., and Japan is making China uneomfortable, too. 

South Korea is in a dilemma. China beeomes irritated when the Korea- 
U.S. allianee or trilateral eooperation gets strengthened, and the U.S. express- 
es its diseomfort when the South and China stiek elose to eaeh other. Japan 
has never stopped provoeations against South Korea regarding Dokdo Island, 
history textbooks, and eomfort women issues. 

It is beyond doubt that what South Korea should do amid Washington’s 
and Beijing’s struggle for hegemony is to make aggressive efforts for a new 
order in Northeast Asia by leading the two superpowers towards elose eoop- 
eration against the North Korean nuelear threat and for the stability in the 
region, as well as rieher welfare in the global arena. The first step towards 
this goal should be for the Park Geun-hye government to establish strategies 
for sueh a balaneed diplomatie foeus. Former Indonesian President Susilo 
Bambang Yudhoyono said that both the U.S. and China ean be brought to the 
table when South Korea, elose to both, takes the initiative. It is hoped that 
President Park Geun-hye ’s visit to the U.S. will lay the eomerstone for it. 

At the same time, she needs to deal with the pro- Japanese views of some 
U.S. government personnel so that the bilateral relationship between Seoul 
and Washington ean remain sound. Washington has to be eonvineed that 
Japan’s revisionism eannot be tolerated by any means, and a ehange of stanee 
is essential for the stability of U.S. - 

Korea- Japan relations. __ _ 

Park Jung-hwan, 

Publisher & Editor-in-Chief 
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T he Korean and Indian governments 
will start negotiations in June next 
year or earlier for improving their Com- 
prehensive Eeonomie Partnership Agree- 
ment (CEPA). 

South Korean President Park Geun- 
hye and her Indian eounterpart Narendra 
Modi on May 18 agreed to elevate the 
level of bilateral ties to a “speeial strate- 
gie partnership” and start negotiations to 
revise a eomprehensive eeonomie partner- 
ship agreement (CEPA), whieh is equiva- 
lent to a free trade deal, by June next year. 

Early last year, the two eountries had 
agreed to elevate the level of CEPA, dur- 
ing Park’s offieial visit to India. But mar- 
ket insiders said that the level of free trade 
has remained too low for South Korean 
eompanies to enter one of the world’s fast- 
emerging markets. 

Aeeording to the eurrent CEPA, only 
an 85 pereent tariff eoneession is applied 



to India and no less than 13.8 pereent of 
items of trade are subjeet to ineomplete 
tariff elimination. Besides, the rates of 
use of the CEPA stand at 56.3 pereent for 
export and 67 pereent for import, whieh 
are mueh lower than those of the KORUS 
ETA (76 pereent), Korea-EU ETA (85 per- 
eent) and Korea-Chile ETA (80 pereent). 

The South Korean government also 
expressed its intention to provide finan- 
eial support worth US$10 billion for infra- 
strueture projeets in India, while Korean 
eompanies will be given opportunities 
to partieipate in the projeets for Ganges 
River purifieation, high-speed railway 
eonstruetion, smart grid eonstruetion, 
and alternative energy development. At 
present, India’s power supply rate stands 
at 75 pereent. The Indian government is 
planning to invest US$100 billion into the 
alternative energy industry and smart grid 
eonstruetion by 2020. 

During the summit. Modi requested 
the South Korean leader to provide invest- 
ment and support for his “Make in India” 



drive — aimed at bolstering India’s manu- 
faeturing seetor — and its partieipation 
in infrastrueture projeets ineluding one to 
build “smart eities.” 

The summit between Park and Modi 
was, however, expeeted to offer Korean 
businesses wider aeeess to the world’s 
seeond-most populous market of 1.2 bil- 
lion. India is South Korea’s 1 2th trading 
partner and is expeeted to beeome a eru- 
eial partner for its geopolitieal importanee. 

In addition, the two leaders agreed 
to hold a bilateral summit every year, as 
well as a separate meeting between for- 
eign ministers, to strengthen eommuniea- 
tion ehannels. India promised that it would 
set up the Korea Plus Center in the Prime 
Minister’s Offiee so that Korean eompa- 
nies doing business in India ean get some 
help in eoping with their diffieulties. 

This is the first time for the Indian 
prime minister to visit the eountry after 
he took offiee in May last year. The lead- 
ers were holding the summit for the see- 
ond time after their previous meeting held 
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on the sidelines of the East Asia Summit 
and ASEAN Plus Three Summit. At the 
meeting last year, they diseussed ways to 
improve a strategie partnership signed in 
2010 . 

The Indian premier arrived in Seoul 
on May 18 for a two-day trip. South 
Korea is his last destination of a three- 
nation trip aimed at enhaneing ties with 
India’s eastern neighbors. Before South 
Korea, Modi visited China and Mongolia. 

"Make in India" Drive 

Modi’s “Make in India” drive was 
highlighted during his meetings with 
Korean business leaders on May 19. Indi- 
an Prime Minister Narendra Modi meets 
with Hyundai Motor Group ehairman 
Chung Mong-koo on the day to ask for 
the eonstruetion of its third plant in India. 
Also, meetings were made between the 
Prime Minister and Samsung Eleetronies 
President Shin Jong-kyun and POSCO 
Chairman Kwon Oh-joon. 

Samsung Eleetronies and Hyundai 
Motor Company in partieular are paying 
attention to the emerging Indian market. 
Thanks to the "Make in India" initiative, 
domestie eompanies are speeding up to 
tap into the market of India, a eountry 
with a population of 1 .2 billion. 

The Ministry of Trade, Industry and 
Energy (MOTIE), the Korea Chamber 
of Commeree and Industry (KCCI), and 
India’s Ministry of Commeree and Indus- 
try held an inauguration eeremony of the 
South Korea-India CEO Forum at Lotte 
Hotel Seoul in Sogong-dong on May 19, 
where South Korean President Park Geun- 
hye and Indian Prime Minister Narendra 




Chung Mong Koo (left), Hyundai Motor's chairman, and Narendra 
Modi (right), India's prime minister, pose together at the Millennium 
Seoul Hilton on May 19. 



Modi attended. 

Jointly presided by Park Yong-man, 
ehairman of the KCCI, and Kumar Birla, 
ehairman of the largest Indian eonglom- 
erate Aditya Birla Group, both eountries 
agreed to turn the eooperation up a noteh 
in aeeordanee with the Indian govern- 
ment’s “Make In India" initiative in the 
forum. Samsung Eleetronies and Hyun- 
dai Motor also delivered a positive mes- 
sage on investment expansion and market 
advanee in India. 

After a meeting with Indian Prime 
Minister Narendra Modi at Millennium 
Seoul Hilton in Seoul on the same day, 
Chung Mong Koo, Hyundai Motor's 
ehairman, said that the eompany is eonsid- 
ering building a third plant in India. 

He said, “Hyundai Motor Group plans 
to produee and sell 640,000 ears, a 4 per- 
eent inerease from a year ago, with the 
two plants in Chennai this year. Of the 
640,000 units, 470,000 units will be sup- 
plied to India, and the remaining 170,000 
units will be exported to 110 eountries 
around the world.” 

Entering the Indian market in 1997, 
Hyundai Motor now has an annual pro- 
duetion eapaeity of 600,000 units at its 
two plants. The group also sold 410,000 
units in the market last year and is eurrent- 
ly ranked seeond in the market share with 
16.2 pereent. 

Samsung Eleetronies also plans to 
enhanee its eooperation with India. Hav- 
ing met Narendra Modi, Shin Jong-kyun, 
president of the IT & Mobile Communi- 
eations (IM) Division at Samsung Elee- 
tronies, said to the press, “We, India and 
Samsung Eleetronies, agreed to eooperate 
more elosely.” 
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Narendra Modi (left), Indian Prime Minister, shakes hands with Choi 
Kil-seon (right), chairman of Hyundai Heavy Industries. 



Park Sang-jin, Samsung Eleetronies' 
president, said that the eompany will more 
aetively partieipate in the Indian smart- 
phone and smart eity markets. Samsung 
Eleetronies is eurrently running two eell- 
phone manufaeturing plants in India, and 
has a market share of 27.8 pereent in the 
Indian smartphone market as of the first 
quarter this year. 

Kwon Oh-joon, POSCO’s CEO, asked 
Narendra Modi for business eooperation 
in India. Kwon said, “Sinee POSCO is 
working on various projeets, I asked him 
for help. POSCO plans to foeus on the 
projeet in India’s western regions related 
to a eold-rolled steel mill.” 

In June 2005, POSCO signed an 
MOU with the state government of Orissa 
for a plant. However, the eompany has 
been unable to make mueh progress on 
the projeet, due to the permission of min- 
ing rights and the seeurity of the eonstrue- 
tion site. President Park said in the South 
Korea-India CEO Forum held the same 
day, “If the two eountries share measures 
to innovate in the manufaeturing industry, 
and develop eooperation by joint invest- 
ment, both will be able to seeure a new 
growth engine through the manufaeturing 
business. In eonsideration of both eoun- 
tries’ growth potential and eomplementary 
trade strueture, the eooperation so far is 
just a beginning.” 

In partieular, Narendra Modi visited 
Hyundai Heavy Industries (HHI) in Ulsan 
on May 19. Prime Minister Modi asked 
HHI to be a partner for the development 
of the Indian shipbuilding industry. 

The exeeutives of HHI and Modi 
diseussed eooperation in the defense 
industry, liquefied natural gas (ENG) 
earriers, and teehnology support. India 
plans to build a number of ships in order 
to enhanee its navy, so it showed lots of 
interest in HHI’s teehnology, HHI said. 
Choi Kil-seon, ehairman of HHI, said 
that the eompany will seek a new path 
for growth via eooperation with the Indi- 
an government, positively evaluating the 
potential of the Indian shipbuilding indus- 
try. Gale, India’s state-owned gas eompa- 
ny, is going to order up to 11 ENG earriers 
in order to earry Ameriean ENG to India 
for 20 years from 2017, HHI said. (B 
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15th FTA 

Korea Signs Free Trade Agreement with 
Vietnam 




Representatives from South Korea and Vietnam sign the Free Trade Agreement in Hanoi on Tuesday, May 5. 



M inister of Trade, Industry & Energy Yoon Sang-jik and 
Vietnamese Industry & Trade Minister Vu Huy Hoang 
signed the Korea- Vietnam FTA in Hanoi on May 5 in the pres- 
enee of Vietnamese Prime Minister Nguyen Tan Dung. Aeeording 
to the agreement, Korea and Vietnam will eliminate 94.7 pereent 
and 92.4 pereent of their tariffs based on the amounts of imports, 
respeetively. 

The 10 pereent to 15 pereent tariffs imposed on auto parts 
exported from Korea are seheduled to be eliminated in steps, 
along with a 12 pereent tariff on textile goods. In addition, the 25 
pereent tariff on eleetrie riee eookers and the 20 pereent one on 
mixer and vegetable juiee maehines will be removed, so small 
firms in Korea ean inerease their exports. 

In the serviee seetor, segments sueh as eonstruetion, urban 
planning, landseaping, and maehinery lease will be further 
opened, so that Korean builders ean better partieipate in urbaniza- 
tion projeets in Vietnam. The riee market is exeluded from the 
agreement, and no further market opening is seheduled for sensi- 
tive primary industry items like onions, squid, green tea, and ehili 
pepper. The tariffs on tropieal fruit, ginger, garlie, and pork will be 



removed within 10 years, and those on natural honey and sweet 
potato stareh within 15 years. 

Aeeording to the Korea International Trade Assoeiation, 
exports from Korea to Vietnam reaehed US$6.58 billion in the 
first quarter of this year, showing an 18.3 pereent inerease from 
a year earlier. In that quarter, only China and the United States 
reeorded more exports to Vietnam than Korea did. The inerease 
in the exports is espeeially eye-eatehing in that Korea’s overall 
exports deelined 2.9 pereent in Q1 this year, when those to the 
ASEAN region, Japan and China fell 17.6 pereent, 22.0 pereent 
and 1.5 pereent as well, respeetively. 

During the same period, Korea’s imports from Vietnam 
inereased 17.3 pereent to US$2.03 billion and the bilateral trade 
volume went up 18.1 pereent to US$8.61 billion. The latter broke 
the US$30 billion mark last year, when the volume added up to 
US$30.34 billion by showing a 7.4 pereent growth. Last year, 
Korean eompanies aeeounted for 14.7 pereent of the imported 
goods market of Vietnam to be seeond only to Chine, whieh took 
up 29.6 pereent of it. 0 
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Three-Way FTA 

Korea, China, Japan FTA Talks End 
without Visible Progress 




T he three-way talks between Korea, Japan, and China for a 
free trade agreement (FTA) South Korea, whieh began in 
Seoul on May 12 to narrow down their remaining differenees, 
eame to an end on May 13 with some progress, but without any 
expeeted signifieant breakthrough. 

The ehief negotiators from the three eountries held a round of 
negotiations in Seoul that began on the previous day in an effort to 
narrow down their different positions on the proposed trade deals. 
"We have made progress on some issues, but the talks moved 
slowly," said Korean Chief Negotiator Kim Hak-do, hinting the 
three eountries have been unable to move the negotiations for- 
ward. It was known that the three eountries just reeonfirmed their 
different positions on the level of market opening in partieular. 

The efforts to move the negotiations ahead was made by 
holding separate working-level talks to detail the trade issues 
while leaving sensitive and politieal deeisions to ehief negotia- 
tors. 

The meeting marked the seventh of its kind sinee the first 
round of negotiations in Mareh 2013. It was, however, the first 
meeting instantly followed by separate working-level talks to 
have in-depth diseussions on general eoneessions by head nego- 
tiators. The latest round of working-level talks was held in Seoul 
from April 13 to 17. 



The trilateral FTA will link three of Asia's four largest eeono- 
mies, and beeome the first of its kind that links the Korean and 
Japanese eeonomies. Japan is the only advaneed nation with 
whieh Korea does not have a FTA. Seoul and Tokyo have held 
four rounds of talks for a bilateral FTA so far, but they have been 
suspended sinee November 2004. 

The three eountries had also negotiations for a separate 
regional FTA, known as the China-led Regional Comprehensive 
Eeonomie Partnership (RCEP), whieh eurrently involves 13 other 
eountries ineluding all 10 members of the Assoeiation of South- 
east Asian Nations. 

Meanwhile, Seoul and Beijing have eoneluded separate nego- 
tiations for a bilateral FTA. Korea’s negotiations with China for a 
bilateral FTA were eoneluded late last year to sign offieially the 
deal before the end of next year. 

Seoul and Tokyo have also held four rounds of talks for a 
bilateral FTA, but the talks have been suspended sinee the latest 
round in November 2004. 

The three eountries said publiely that they will finalize the 
talks for a trilateral FTA before the end of next year. However, 
many industry experts here believe it will need more time. 

The next round of talks will be held in China in July. 0 

ByJungSuk-yee 



NATIONAL > EXTERNAL RELATIONS 



Money Politics 

ADB Vice Presidency Likely to Go to 
Indonesia 




T he Korea Institute for International Eeonomie Poliey remarked 
on April 27 that Korea ean get 3.35 pereent to 3.93 pereent of 
the shares of the Asia Infrastmeture Investment Bank (AIIB), the 
ninth to fifth-highest among those of the 57 founding members. 

At present, member eountries are diseussing how to divide 
the shares of the bank. The AIIB is planning to allow a 75 pereent 
share ratio for Asian eountries, but the pereentage may be some- 
what deereased depending on the result of the negotiations with 
European nations. 

Aeeording to the institute, Korea’s share ratio reaehes the 
maximum when a 60 pereent weighting is added to the market 
exehange rate-based GDP and a 40 pereent weighting is given 
to purehasing power parity-based GDP with the Asian members’ 
share ratio fixed at 75 pereent. In this ease, China ean have 30.85 
pereent of the bank, followed by India (10.4 pereent), Indonesia 
(3.99 pereent), Germany (3.96 pereent), and Korea (3.93 pereent). 

One of the most important variables is the elassifieation of 
Russia. Korea’s share ratio drops to 3.35 pereent when Russia is 
elassified as an Asian eountry, and the share ratio of the non-Asian 
eountries is adjusted to 30 pereent. In this ease, China’s share ratio 
falls to 26.27 pereent, too. 

“Onee Russia is regarded as a part of the Asian group, it will 
eompete with India for the seeond-largest shareholder position,” 
the institute explained, “Then, the shares of Germany, Franee, 



Britain, and Brazil inerease as well so Korea falls in the rankings.” 

In the meantime, the Ministry of Strategy and Finanee reeom- 
mended a former viee minister versed in international finanee as 
the sueeessor to Bindu Lohani, the viee president for knowledge 
management and sustainable development of the Asian Develop- 
ment Bank (ADB), whose term expires next month, but the for- 
mer viee minister has a slim ehanee. 

At present, the most promising eandidate is the Indonesian 
one. It is Japan that holds the key in the seleetion of the viee presi- 
dent. With Indonesia’s strategie importanee for Japan inereasing 
these days, eonditions are beeoming unfavorable for the other two 
eandidates from Korea and India. In addition, Indonesia repre- 
sents 5.17 pereent of the ADB, 0.11 pereentage points higher than 
Korea’s share ratio. 

The ADB has five viee presidential positions shared by the 
United States, China, Europe, Nepal, and India, under the leader- 
ship of Japanese president Takehiko Nakao. Korea took one of the 
viee presidenial positions between 1988 and 2003, before China 
and India took the plaee. 

Under the eireumstanees, another keen eompetition similar 
to that in the ADB is likely to be witnessed in the Asia Infrastrue- 
ture Investment Bank (AIIB) as well, with the share ratios of the 
founding members slated to be fixed before the end of this month. 

byJungSuk-yee 
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Two Tracks 

President Park Geun-hye Meets with 
Korea-Japan Economic Association 




O n May 13, President Park Geun-hye 
met with Korea-Japan Eeonomie 
Assoeiation representatives who visited 
Seoul to attend the 47th Korea-Japan 
Business Conferenee, and asked them to 
take the lead in effeetive bilateral eeonom- 
ie eooperation. 

Korea-Japan Eeonomie Assoeiation 
Chairman Mikio Sasaki, Japan Business 
Federation Chairman Sadayuki Sakaki- 
bara, Japanese Ambassador to Korea Koro 
Bessho, and many more joined the reeep- 
tion with their Korean eounterparts. There, 
the Korean President suggested trade 
expansion, anti-proteetionism, and wider 
ETA networks as poliey measures for tid- 
ing over the global finaneial erisis. 

She also mentioned that historieal 
matters, ineluding the eomfort women 
issue, need to be handled separately from 
eeonomie eooperation. The matters ean be 
resolved only when the Japanese govern- 
ment makes a heartfelt apology, and eoop- 
eration between Korea and Japan is now 
more urgent than ever in today’s Northeast 



Asia. 

In the meantime, the President said on 
May 4 that her administration would not 
ehange its diplomatie stanee in the near 
future, and would eope with the relations 
with the United States, China, and Japan 
with elear goals and direetions, while not 
letting the historieal matters slide. Her 
remarks were in response to the demand 
from some people that the government 
ehange its diplomatie strategy to better 
deal with the fast-ehanging situations in 
Northeast Asia. 

On May 14, Korean and Japanese 
entrepreneurs released a joint statement at 
this year’s Korea-Japan Business Confer- 
enee for the resumption of eurreney swaps 
between the two eountries and the eonelu- 
sion of a free trade agreement eovering 
Korea, Japan, and China. 

The joint statement ineluded many 
measures for bilateral eeonomie eoop- 
eration. One example is a eonsensus on 
Korea’s partieipation in the Trans-Paeifie 
Partnership (TPP). The negotiations to 



that end are expeeted to piek up speed in 
that Japan, whieh is a major partner of the 
leader of the TPP the United States, deeid- 
ed to voueh for Korea. 

In addition, the entrepreneurs are 
going to make a series of suggestions to 
both governments with regards to eoop- 
eration in the fields of finanee, foreign 
exehange, investment, and many more, 
while taking aetion for the resumption of 
the Korea-Japan eurreney swap, whieh 
eame to a halt in February this year due to 
diplomatie tensions. 

One of the other issues they agreed 
upon at this time is mutual eollaboration 
for infrastrueture export to and natural 
resourees development in third eoun- 
tries. They also agreed on the neeessity of 
eloser ties in the ICT industry, ineluding 
banking and publie transportation eards. 
The two parties are going to work together 
for the sueeess of the 2018 Pyeongehang 
Winter Olympies and the 2020 Tokyo 
Olympies, too. (B 

byJungSuk-yee 
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byJungSuk-yee 

T he Incheon Free Economic Zone 
(IFEZ), aiming to become a busi- 
ness hub of Northeast Asia, is poised to 
become a global city. 

Designated as Korea's first free eco- 
nomic zone (FEZ) on August 11, 2003, 
the IFEZ has grown up with a strategy of 
selection and concentration to strengthen 
the country's competitiveness by cultivat- 
ing new growth engines, under the cir- 
cumstances where global capital and tech- 
nology poured into China, and the gap in 
competitiveness with Japan still remained. 

With its 12th anniversary approaching, 
the IFEZ's achievement is truly remark- 
able. Last year,the size of foreign direct 
investment (FDI) already exceeded that 
year's goal in the latter half. As a result, 
the goal was revised upwards, reach- 
ing US$1,714 billion in the end. The 
number accounted for 9.0 percent of the 
total (US$19.3 billion), and the weight 
increased by 2.5 percent compared to 6.5 
percent of the previous year. The propor- 
tion of the IFEZ to 8 FEZs nationwide in 



total FDI amounted to 94 percent. IFEZ is 
aiming for a global FEZ, going toward a 
leading FEZ. 

A total of 13 international organiza- 
tions including the Green Climate Fund 
are housed in the zone, which shows that 
the IFEZ is turning into a global city. The 
World Bank, the Association of World 
Election Bodies, and the Economic and 
Social Commission for Asia and the 
Pacific also have offices there, and more 
international organizations are expected to 
move into the zone. 

Now, Incheon Global Campus, which 
has the State University of New York, 
George Mason University, Ghent Univer- 
sity, and the University of Utah, may not 
seem strange to be called a hub of global 
education. IFEZ's other achievement is 
that it attracted many companies like Sam- 
sung BioLogics. Helped by these achieve- 
ments, IFEZ's development model was 
exported to Ecuador. 

Yeongjong District Establishing 
Foundation for Takeoff with Devel- 
opment of Cheong-na Internation- 
al City 



The development of Yeongjong is 
said to have been slower than that of the 
Songdo District, but it has already estab- 
lished a foundation for its take-off last 
year. Yeongjong District is expected to be 
a cradle of the country's resort and casino 
industry this year. Paradise SegaSammy, 
aiming to become the nation's first global 
integrated resort Paradise City, already 
held a groundbreaking ceremony in Nov. 
last year. The construction of the LOCZ 
Resort is set to begin in June this year, and 
successive projects are underway to meet 
the target date. In particular, the construc- 
tion is expected to create more than 8,000 
jobs by 2018, and over 35,000 jobs by 
2020, thereby becoming a catalyst for the 
development of Yeongjong District. 

Hong Kong-based Chow Tai Fook 
(CTF) also signed a Memorandum of 
Understanding to create a resort in Yeong- 
jong in Feb. this year. With a US$2.6 
billion investment in Midan City, a for- 
eigner-only casino, a five-star hotel, and 
MICE industrial facilities will be built. 

The Cheong-na International City 
also created an opportunity to become 
a city of international finance and tour- 
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ism. The Hana Financial Town project, 
which is under way with a goal to inte- 
grate finance-related functions of the Hana 
Financial Group by relocating its head- 
quarters, human resource development 
center, and financial research center, had 
a groundbreaking ceremony in Oct. last 
year. Its construction is scheduled to begin 
in June. 

After much difficulty, the IFEZ 
established a plan to lead the construc- 
tion of the City Tour, which is expected 
to become a landmark in the 453 m2 
Cheong-na International City. IFEZ is tak- 
ing proposals from business operators to 
build, manage, and run the City Tour and 
complex facilities by early June, and is 
going to select a candidate for the business 
in July. 

Benefits, Characteristics of IFEZ 

A big increase in the investment in 
the IFEZ and relocation of international 
organizations is largely attributable to the 
Incheon International Airport, a base of 
a global network that has maintained the 
top spot in airport services for ten years 
in a row. It is a 20-minute bus ride from 
the Songdo District to Incheon Interna- 
tional Airport, which is a hub connecting 2 
billion people within three hours of flight 
and 61 cities with more than 1 million 
people. 

Since IFEZ is also easily accessible in 
the metropolitan area, it is easy to acquire 
a high-performance workforce. Education- 
al institutions like Chadwick International 
School and the Incheon Global Campus 
are considered to be a foreigner- friendly 
environment. 

Most of all, foreign investors are 
impressed by the fact that it is becoming a 
compact, smart, and green city. 

A Compact City means that all kinds 
of functions necessary for a city are pos- 
sible within 30-40 minutes' walk. In other 
words, the city is totally self-sufficient in 
handling businesses within its 5-km radi- 
us, since facilities needed for everyday life 
such as business, leisure, education, medi- 
cal services, shopping, and conventions 
are all housed there. Songdo was already 
recognized as “the City of the Future” by 
news organizations around the world. 



The Smart City moniker refers to 
a ubiquitous computing environment 
capable of freely connecting networks or 
computers regardless of place. There is 
a cutting-edge management system that 
offers convergence services like commu- 
nications, transportation, water and sew- 
age, electricity, fire protection, and medi- 
cal services in real time, based on commu- 
nications networks linked with the Internet 
and smartphones. 

Songdo has also been turning into 
an eco-friendly city, starting from the 
IFEZ Low Carbon Green City Declara- 
tion of June 2011, and its green plot ratio 
amounts to 30 percent. Thanks to an 
automatic collection facility for house- 
hold waste, it is known as a city without 
garbage trucks. In addition, it is possible 
to reuse already-used water for cleaning, 
landscaping, gardening, and road cleaning 
with heavy water treatment. In particular, 
Songdo Central Park is the nation's first 
park where sea water flows. 

Visions and Tasks for IFEZ 

Many point out that the IFEZ has 
unlimited possibilities. In addition to 
its global accessibility like the Incheon 
International Airport and Incheon Port, 
the designation of IFEZ as a test of the 
Korea-China FTA based on the provision- 
ally signed Korea-China FTA, along with 
Weihai City of China, shows tremendous 
growth potential. 

However, the reality is tough. When 
it comes to this year's 579.6 billion won 
(US$522.6 million) budget, revenue from 
land disposal merely makes up 72.6 per- 
cent, extra tax income 25.3 percent, and 
government subsidies 2.1 percent. It is 
not easy to sell land owing to the property 



downturn. Since the IFEZ's debt is includ- 
ed in the city's entire debt ratio, it is dif- 
ficult to secure liquidity. In other words, 
revenue from land disposal and govern- 
ment subsidies are totally insufficient. It is 
not easy to borrow money, either. 

The same is true for its designation as 
a test bed for deregulation, which is aimed 
at turning the IFEZ into a hub of prom- 
ising service industries like education, 
medical services, finance, and tourism. 
The designation is to create the IFEZ as 
the country's growth engine by review- 
ing regulations and relaxing unnecessary 
regulations, but there isn't enough consen- 
sus or driving force among central govern- 
ment agencies, including the Ministry of 
Strategy and Finance. 

In contrast, Japan and China have 
already introduced the National Strategic 
Special Zones (NSSZs), expanding the 
designation of free trade zones, and there- 
by moving ahead with sweeping deregula- 
tions. 

Cho Dong-am, an official at IFEZ, 
stressed, “Using its designation as a test 
bed for deregulation, the IFEZ would gain 
another momentum for its advance. Only 
then will it be possible to adapt quickly 
to a selection and concentration strategy, 
which is the background of IFEZ's des- 
ignation, and to secure the nation's new 
growth engines. I'm looking forward to 
the central government's groundbreaking 
decision.” 

He added, “I'll do my best to make 
IFEZ a world-class business-oriented city 
by attracting high-value-added service 
industries like education, medical service, 
distribution, tourism, and leisure.” 0 
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Between Venture Boom and Venture Bust 

Venture Survival Rate Matters amid 
Rapidly-Increasing Number of Venture 
Firms 

by Cho-Jin-young 



A n increasing number of startups are appearing around the 
world. U.S. President Baraek Obama reeently adopted the 
promotion of entrepreneurship as one of his strategies for national 
innovation, and the Chinese government is following the same 
direetion. Young Chinese are marking the sueeesses of Alibaba, 
Xiaomi, and Baidu. 

Korea is no exeeption, either. Many people are expeeting that 
venture firms developing their own ereative teehniques and think- 



ing out of box will lead the future of the Korean eeonomy. In 
partieular, Korea’s environments for starting a business are eov- 
eted by a signifieant number of eountries aeross the world. The 
examples inelude broadband Internet aeeess eovering half of the 
population, the most advaneed information teehnology, and the 
government’s will to help the growth of startups. Founder of 500 
Startups Dave MeClure, who is also one of the founding partners 
of PayPal, reeently deeided to partieipate in the 10 billion won 
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Investment in venture firms in Korea increased from 277.3 to 358.2 billion won (US$250.3 to $323.4 
million) between the first quarters of 2014 and 2015. The number of venture investors went up from 205 
to 238 during the same period. 



(US$9 million) fund of the Small & Medium Business Admin- 
istration (SMB A) in order to seek promising venture firms in 
Korea. 

Aeeording to the Korea Teehnology Finanee Corporation, the 
number of venture firms in Korea reaehed 30,331 at the end of 
April this year, eontinuing to inerease for the 10th eonseeutive 
month. The number broke the 30,000 mark in January this year, 
indieating an aeeeleration in the inerease of newly-established 
eorporations. In the first quarter of 2015, the number of new eor- 
porations hit a reeord high of 22,652 by showing a 9.1 pereent 
inerease from a year earlier. 

The growth is being fueled by eollege students wishing to 
start their own businesses. Aeeording to the SMBA, there were 
2,949 eollege student groups foeused on starting new businesses 
as of the end of last year, no less than 61 pereent more than at the 
end of the previous year. These groups eounted a total of 29,583 
members, a 3 1 pereent inerease during the same period. 

Last year, 1.6393 trillion won (US$1.4811 billion) was newly 
raised in venture funds to post an 18.4 pereent growth year- 
on-year, and the amount is estimated to reaeh 1.81 trillion won 
(US$1.64 billion) this year. In the first quarter of 2015, total ven- 
ture investment grew by 29.2 pereent from a year ago to 358.2 
billion won (US$323.6 million), and the number of organizations 
investing in venture firms inereased from 205 to 238. 

The Korean government is providing a wide variety of sup- 
port options for startups, too. The Korea Venture Investment Cor- 
poration, whieh is the SMBA’s arm managing the fund of funds 
invested in venture eompanies, inereased the amount of the fund 
from 2.3445 trillion won (US$2.1183 billion) to 2.7612 trillion 
won (US$2.4952 billion) between the seeond quarter of 2014 and 
the first quarter of this year. 

The government’s assistanee is not limited to finaneing. 
Instead, it is assisting in the business of venture firms with regard 
to presentations for overseas investment attraetion, legal and 
aeeounting matters, and many more. A total of 130 leading Kore- 
an venture firms sueeeeded in boosting their eombined net profits 
by 162.03 pereent between the first quarter of 2014 and this year, 
thanks in part to the dedieated support. 



Sustainable Growth of Venture Firms is Rather Over- 
looked 

This implies a great opportunity for young people who wish to 
run their own businesses. Nevertheless, the ratio of startups led by 
those in their 20s and 30s to newly-established eorporations has 
been on the deeline for four years straight. It is said that not a few 
of them are resorting to setting up their own firms beeause they 
eannot find a job. 

Aeeording to the Korea International Trade Assoeiation 
(KITA), only 41 pereent of venture firms in Korea were three 
years old or older in 2013, whereas the pereentage was as high as 
66.8 pereent in Luxembourg, 62.8 pereent in Australia, 57.6 per- 
eent in the United States, 55.4 pereent in Israel, and 54.8 pereent 
in Italy. Besides, the ratio of those surviving for a deeade was no 
more than 8.2 pereent in Korea, and 75.2 pereent of new venture 
firms were driven out of business within five years of their ineep- 
tion. 

“Although the number of venture eompanies is more than 
30,000 now, less than 10 pereent of them are being vouehed 
for by government organizations sueh as the Korea Teehnology 
Finanee Corporation,” said an industry souree, eontinuing, “It 
is also very rare that venture eapital makes an investment in a 
startup younger than three years.” Another industry expert eehoed 
by saying, “Those in their first or seeond year ean benefit from 
various business ineubation programs, but few venture eapital 
firms are willing to invest in those in their fourth year planning on 
eontinuous employment and business expansion, and even major 
venture eapitals are foeusing on non-venture businesses in view 
of their investment yields.” The KITA added that even the govern- 
ment is eoneentrating its investment on larger and more mature 
venture firms in order to avoid risk, even though finaneing is one 
of the most urgent issues for businesses in their third to fifth years. 

The government budget for venture firms’ sustainable growth 
deelined from 24 to 21 billion won (US$21.7 to $19.0 million) 
and then to 19.3 billion won (US$17.4 million) between 2013 and 
this year. On the eontrary, its budget for venture firm foundation 
inereased from 86.9 to 93.4 billion won (US$78.5 to $84.4 mil- 
lion) and then to 96.4 billion won (US$87.1 million) during the 
period. This means the government’s assistanee is lopsided, with 
venture firms’ sustainability being negleeted. 

The SMBA admitted that it is rather foeusing on business 
starters, in that job ereation is at the eenter of the Park Geun- 
hye administration’s ereative eeonomy drive. “We are trying to 
deal with support for the sustainable growth of venture firms by 
attraeting investment from the private seetor,” it explained. Still, 
experts are demanding that the government pay more attention 
to the qualitative growth of venture eompanies. “It seems that the 
government is eoneentrating on the quantitative side, that is, an 
inerease in the number of new businesses, beeause it looks more 
effeetive than keeping the firms in business,” KAIST profes- 
sor Lee Min-hwa remarked, adding, “However, I’d like to stress 
that the poliey for ensuring their sustainability is essential for the 
domestie venture eeosystem to be able to flourish.” (B 
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Balance in Business 

Providing SMEs the Opportunity for Fair 
Competition 

by Cho Jin-young 

S maller businesses and ventures are eonsidered by many to be the future of the Korean eeonomy, as it will make a break from large 
eonglomerates in the next few years. BusinessKorea sat down with Han Jung-hwa, administrator of the Small and Medium Business 
Administration, to talk about the advantages and disadvantages of their support polieies, the Peter Pan effeet, and the mismateh between 
jobs needed and job holders. What follows are exeerpts from the interview. 



You have emphasized the importance of the growth of the 
venture ecosystem. What are the accomplishments of the 
Small & Medium Business Administration (SMBA) in this 
context? 

The SMBA has implemented various measures to that end for 
the past two years, ineluding those for the eireulation of finaneial 
resourees of May 2013 and promotion of M&As and the deregula- 
tion of Mareh 2014. These plans have added vitality to the domes- 
tie venture industry, while meeting most of the demands from it, 
sueh as full tax deduetions for angel investors. 

Between 2012 and last year, the number of eollege student 
groups preparing their own businesses inereased from 1,222 to 
2,949, and the number of new eorporations went up from 74,162 
to 84,697, exeeeding 80,000 for the first time sinee reeords began. 
In addition, the number of venture firms exeeeded 30,000 in Janu- 
ary this year, and that of venture firms with sales of more than 100 
billion won (US$91 million) reaehed the new high of 453 in 2013. 

In 2014, a total of 2.5 trillion won (US$2.28 billion) was 
raised in venture funds to show a 62 pereent inerease from a year 
earlier, and the new venture investment amounted to 1.6 trillion 
won (US$1.46 billion), the highest sinee the venture boom in 
2000. This has led to the revitalization of KOSDAQ, whieh rose 
from around 496 to 650 points between 2012 and April this year. 

Some people are pointing out that the SMBA’s assistance of 
small and medium enterprises is blocking the restructuring 
of those that are less competitive. What do you say? 

It is true that the government’s support might have some unin- 
tended side effeets sueh as the delay in eorporate restrueturing. 
However, it is striving to prevent them by means of tighter sereen- 
ing proeedures and management of the history of the applieation 
for the assistanee. 

I believe what matters most in government poliey for SMEs is 
balanee, that is, providing an opportunity for fair eompetition for 
them so that they ean show everything they are eapable of during 
their eompetition with larger eompanies. Equal opportunity for 
ereative and promising SMEs and young entrepreneurs is the top 



priority for us. 

It is said that many SMEs are unwilling to be classified 
as enterprises of middle standing, and lots of enterprises 
of middle standing are unwilling to be regarded as major 
companies these days. What is your comment? 

Fifty-seven support measures are gone and 16 new regula- 
tions appear when an SME turns into one of middle standing. 
This might be one of the biggest reasons for the Peter Pan syn- 
drome. 

The government, well aware of that, has earried out various 
programs sinee 2013 so that small firms ean find it attraetive to 
inerease their size and expand their businesses to overseas mar- 
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kets. A special law for those of middle standing is on the anvil, 
too. 

We have three plans in mind regarding the acceleration of the 
quantitative growth of SMEs. Firstly, we are going to classify the 
companies based solely on sales from this year, which will deter 
them from keeping their position by adjusting the capital or the 
number of employees. Another one is a gradual reduction of the 
benefits to ensure that the assistance they need can be maintained 
even after reclassification. The other one is the expansion of the 
World Class 300 Project for the sustainable growth of enterprises 
of middle standing, in which comprehensive help will be made 
available for technological development and overseas market 
penetration. 

Many small firms say that it is difficult for them to hire the 
people they need. What is your solution? 

In February this year, the number of unemployed reached 
1.203 million, with 484,000 of them aged between 15 and 29. In 
the same month, 177,000 jobs were vacant in those firms, imply- 
ing a severe mismatch. 

Education failing to reflect the field has made it increasingly 
difficult for small firms to hire the people they need, and job seek- 
ers are shunning the firms due to relatively poor working condi- 
tions. SMEs pay an average of 59.5 percent of the salary in com- 
parison to larger companies, and the former’s employee benefits 
stand at 52.4 percent of those given by the latter. 

Under the circumstances, we are trying to encourage job seek- 
ers to land at SMEs by providing customized training, while pro- 
viding income tax and social insurance benefits for the compa- 
nies, so that those working for them can enjoy higher real income 
and better working conditions. 

Another matter of great importance is those starting their 
business in their third age. What support measures does 
the SMBA have for them? 



Thirty-seven percent of online shopping malls in Korea are 
owned by those aged at least 40, and the number of startups led 
by those in the same age group is equivalent to 27.3 percent of the 
number of the employed in their 40s and older. Fifty-four percent 
of the startups are self-employed businesses, meaning that we 
need a policy for turning them into firms handling high technol- 
ogy* 

According to the Korea Institute of Startup & Entrepreneur- 
ship Development, approximately 1 .4 million startups were set up 
by people in this age group, and 54.2 percent of them were self- 
employed ones, while just 8.8 percent and 16.7 percent of them 
were manufacturing and knowledge service firms, respectively. 
Between 2002 and 2011, 75.4 percent of self-employed compa- 
nies went out of business or closed temporarily. 

In order to tackle this situation, the SMBA has carried out 
tech-oriented startup support programs for senior citizens since 
2010. Also, we modified the criteria for beneficiary selection last 
year, so as to reduce the ratio of owner-operators and raise that of 
startups capable of creating more added value in the manufactur- 
ing and knowledge service sectors. 

Trade conditions are changing fast, with the expansion of 
free trade to compel small firms to go abroad. What are 
some examples of the SMBA’s policy to help them? 

Global business is not an option for SMEs in Korea, which 
has a narrow domestic market and is highly dependent on interna- 
tional trade, as is well known. 

We have come up with tailored support measures for the glo- 
balization of SMEs along with chances for their participation in 
overseas exhibitions, online shopping malls, and business meet- 
ings. We have set up export incubators across the world so that 
they can settle in by making the office space and consulting ser- 
vices provided there. Nowadays, we are working on similar mea- 
sures for those preparing to do business in China, with which 
Korea signed an ETA half a year ago. 0 
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Significant VC Improvement 

Venture Capital becoming More 
Accessible for Korean Startups 

byJungSuk-yee 

T he current administration's Creative Economy policy is two years in the making now. BusinesKorea sat down with Lee Yong-sung, 
chairman of the Korea Venture Capital Association (KVCA), to ask how the policy is playing out in the real world. He spoke about 
the changes that are being seen in the small and medium business environment of the country, the amount of foreign venture capital that 
is flowing into the country, and the next steps that need to be taken to further expand private sector involvement in venture capital invest- 
ment. What follows are excerpts from the interview. 



It has been two years since the incumbent government 
announced its “May 15 measurement.” Please tell us the 
general results of the measure. 

“Virtuous Cycle Measures to Develop a Venture- Startup 
Funding Ecosystem,” so called the “May 15 Measurement,” is a 
part of the current government’s policy to promote venture busi- 
nesses under the banner of the Creative Economy announced 
in 2013. Since then, various government plans related to the 
measurement have come up, and obstacles to growth of not only 
venture investment but also venture business as a whole have 
improved. Through this, the whole scale of the venture capital 
industry has significantly improved. It seems that the industry 
showed exceptional quantitative growth in 2014 a year after the 
announcement, as well as the current qualitative growth a year 
later through the improvement of numerous related systems. 

The Small and Medium Enterprise Establishment Investment 
Association’s investment in the KONEX market has been exclud- 
ed from the list of limiting investments in listed stocks. It shows 




a movement to revitalize the KONEX market. When banks and 
insurance companies finance venture funds at a certain rate, they 
should be included as a subsidiary and have obligations to report. 
As the rate has increased from 15 to 30 percent, the government 
vitalized private investment. Such revision of the related system 
and laws seems to be part of qualitative growth. Also, the gov- 
ernment announced the revised bill to allow fintech investment 
in venture capital, so venture funds’ quantitative and qualitative 
growth is highly likely to continue. 

Thanks to such government policy, the new formation of 
venture capital in 2014 reached 2.5382 trillion won (US$2.29 
billion), showing the possibility of sustainable growth with the 
highest result since 2000. New investment recorded 1.6393 tril- 
lion won [US$1.48 billion] last year alone, and 358.2 billion won 
(US$323.49 million) in the first quarter of this year, growing con- 
tinuously. 

Some say that this still leaves much to be desired in terms 
of business start-up and investment returns even though 
venture investment showed remarkable growth. Are there 
any additional improvement plans and measures? 

In the cycle of the venture ecosystem, which connects invest- 
ment, start-ups, growth, and reinvestment, the bottleneck state is 
still the stage of investment returns. For a smooth cycle, much 
time and effort is steadily required. 

Since venture investment largely depends on investment col- 
lection through the form of initial public offerings (IPOs), we 
should make efforts to reform the system and come up with coun- 
termeasures for revitalizing the KOSDAQ and KONEX mar- 
kets. Recently, various policies for the smooth operation of the 
KONEX market are being announced, and the deposit regulation 
of individual investors has been decreased from 300 million won 
(US$270,929) to 100 million won (US$90,310). Along with it, 
the KONEX small investment account has been introduced, and 
a new plan to allow investment regardless of deposits of up to 30 
million won (US$27,093) has been announced. The new policy 
is in place from May this year, and it is expected to play a role in 
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activating the KONEX market. 

As a measure to boost the collection market, I suggest to 
consider creating funds to invest in the KOSDAQ and KONEX 
markets by expanding a “pension fund investment pool system,” 
which has been managed by the Ministry of Strategy and Finance 
from 2001. At the same time, various controlling devices, which 
create funds only for the KOSDAQ and KONEX and offset risks 
including investment funds in unlisted stoeks, should be devel- 
oped as well. 

Moreover, the KOSDAQ market is limited in terms of role 
and funetion in a differentiated management system and eapital 
market infrastmeture in a bid to support small and medium- sized 
venture businesses. In order to solve this problem, the plan to 
establish a new management system of the KOSDAQ is also need- 
ed through the substantive separation of the KOSDAQ market. 

Please tell us the scale of total venture capital at home last 
year and how much was private capital. What is the dereg- 
ulation tasks needed to expand private capital? 

As of the end of 2014, the formation of new venture eapital 
amounted to 2.5704 trillion won (US$2.32 billion) and reaehed 
a reeord high sinee 2000, opening a seeond venture renaissanee. 
Among them, private eapital, exeluding government funds, 
aeeounted for nearly 40 pereent, and more than half of it is publie 
funds. The diversified finanee strueture is a problem waiting to 
be eontinuously solved by the industry. Rather than the strueture 
that depends on the government, it is possible to seeure more 
stable venture eapital only when private interests eome forward to 
expand venture eapital. 

Aeeordingly, indueement for private eapital expansion is 
needed, and there are still many problems to be solved in order 
to do so. For instanee, banks and insuranee eompanies should be 
exeluded from regulations to be ineluded as a subsidiary and from 
risk weight applieations on finaneing venture funds. Also, the 
efforts to expand tax benefits, ineluding stoek transfer gains, and 
reinforee the soundness of venture funds should be aeeompanied. 

There is a growing number of Korean venture businesses 
targeting the global market. How much is Korean venture 
capital interested in this trend? 

As venture businesses are beeoming more globalized, more 
and more venture businesses are designing the firm aeeording to 
overseas expansion from the beginning, unlike in the past. 

Even though most domestie start-up businesses have targeted 
the home market so far, the globalization of domestie small and 
medium-sized venture businesses will aeeelerate faster than ever 
before with various support and attention. In partieular, the fund 
of fund provides a relatively large amount of eapital to funds for 
the eompanies at the startup stage, and it keeps investing in funds 
for the overseas expansion of domestie eompanies. 

Also, venture eapital, whieh manages infant funds, ereates 
overseas expansion funds and invests in start-up businesses at the 
same time. So, there is a synergy to aggressively support overseas 
market expansion of investor eompanies. 



There are also venture businesses, whieh were invested and 
tapped into the global market, to wait for being listed in the NAS- 
DAQ. As the movement for aetive globalization has eoneretely 
appeared, the globalization of the domestie venture eeo system is 
moving forward. 

Moreover, the industry and assoeiations should join hands to 
seek overseas investment. It also should prioritize the improve- 
ment of laws and systems for globalization and need to build 
global traek reeords by strengthening the network with foreign 
investors. 

Overseas venture capital is becoming more interested in 
domestic venture businesses. What is the level of profes- 
sionalism and competitiveness of domestic venture capital? 

The Yozma Group, whieh is eonsidered a major market player 
in Israel, announeed that it will make 300 billion won [US$270.93 
million] in domestie investments for three years. And, one of the 
top U.S. bioteeh venture eapital firms deeided to invest in domes- 
tie venture funds to the tune of US$100 million [110.73 billion 
won]. Also, the Small and Medium Business Administration and 
the Korea Venture Investment Corporation signed a eontraet to 
raise 10 billion won [US$9.03 million] of funds with top global 
aeeelerator 500 Startups. This is only a partial example, but vari- 
ous overseas venture eapital is flowing into the domestie market 
like this. It seems to be a movement to seek eompanies that have 
growth potential in the global market. 

The globalization of domestie venture eapital is still in the 
former phase of maturity, and we should benehmark investment 
strategy and manpower utilization, whieh eheeks the standard, 
through inflow of overseas venture eapital. Currently, a eonsider- 
able number of domestie venture eapital does not have speeial- 
ist posts or experts related to overseas business strategy in the 
eompany. Considering this faet, they should train professionals 
for overseas investment eooperation and lay the groundwork for 
establishing the global eooperation network and overseas market 
expansion of domestie eompanies. 

The final goal is to simultaneously pursue the LP diversifiea- 
tion and globalization of venture eapital by inereasing investment 
in overseas LP as a result. 0 
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Doubling Production 

Samsung SDI to Build 2nd Polarizer Film 
Facility in Wuxi, China 




SDI CEO Cho Nam-sung, (front right). Deputy Mayor of Wuxi City Huang Qin (middle), and the head of Wuxi New District (left) shake hands after 
signing an MOD at Pullman Hotel in the city of Wuxi, Jiangsu Province, on May 25. 



S amsung SDI is actively seeking to tar- 
get the Chinese materials market by 
constructing a large polarizer film facility 
in the country. 

Samsung SDI announced on May 25 
that it signed a Memorandum of Under- 
standing (MOU) with the local govern- 
ment in Wuxi to establish a polarizer film 
factory. Polarizer films are attached to 
LCD panels, and they control pixel densi- 
ty and color by allowing or blocking light. 
They are core materials of the screens 
used in numerous devices like TVs, lap- 
tops, or smartphones. 

The facility is expected to produce 30 
to 40 million m^ polarizer films per year, 
which could be used in 20 million to 30 
million 48-inch LCD TVs. The Korean 
company is going to invest 200 billion 
won (US$182 million) in the plant, aiming 
to finish construction by the latter half of 
2016 and start mass-production by the end 
of next year. 

Once the 2nd facility is completed in 
Wuxi, the company will be able to double 
the production of polarizer film. Current- 
ly, Samsung SDI is operating three local 
production lines at one hundred percent 
capacity. 

The firm is planning to target the Chi- 



nese market by building a manufactur- 
ing base in the country, stemming from 
an increasing demand for polarizer films 
amid the rapid growth of the TV and dis- 
play industries. According to Samsung 
SDI, the size of the global polarizer film 
market is expected to grow 6 percent per 
year, from 312 million m^ in 2014 to 425 
million m^ in 2020. The Chinese market, 
in particular, is predicted to grow more 
than 16 percent a year during the same 
period. 

Meanwhile, Samsung SDI has start- 
ed strengthening its competitiveness in 
the polarizing film business. A polarizer 
makes a sereen elear and vivid by restriet- 
ing the plane in whieh light waves vibrate. 

This is why polarizing film is eon- 
sidered a key material to produee display 
panels. In faet, it aeeounts for nearly 10 
pereent in the produetion eost of display 
panels. Aeeording to market researeh 
institute IHS, the size of the global polar- 
izing film market reaehed about 10 trillion 
won (US$9.16 billion) as of 2014. 

Aeeording to related industry sourees, 
Samsung SDI is eonsidering the extended 
applieation of polyethylene terephthal- 
ate (PET) polyester film, whieh is eur- 
rently being used to produee only 32 ineh 



(81.28em) to 55 ineh (139.7em) TVs, to 
different models, ineluding monitors. 

In 2012, Samsung SDI developed a 
teehnology to replaee polarizing film’s 
eore material, triaeetate eellulose (TAC), 
to PET, and used the teehnology in its 
TVs. A TAC film, whieh is used on exist- 
ing film eameras, is eost ineffeetive. Sinee 
it is vulnerable to moisture, the film is 
inappropriate for long-term transportation, 
like erossing the oeean in display panels. 

Aeeordingly, Samsung SDI developed 
a new material for polarizing films using 
PET films, whieh are resistant to mois- 
ture and have relatively low produetion 
eost. Polarized PET film boasts a sixtieth 
higher performanee than existing polar- 
ized TAC film in water vapor transmission 
rate, a measure of the passage of water 
vapor through a substanee. 

Samsung SDI got into the polarized 
film business after taking over Aee Digi- 
teeh in 2007. Sinee the aequisition, Aee 
Digiteeh built and operated a third pro- 
duetion line to manufaeture TVs mainly 
from smaller produets in 2010. In 2011, 
the eompany merged with Aee Digiteeh 
and ineorporated the Cheongju plant in a 
bid to improve business effieieney. 

by Cho Jin-young 
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Talking Together 

Hyundai Mobis Spreads Advanced Tech 
to Global Distributer Outlets 



H yundai Mobis announced on May 21 
that it is holding a conference for 300 
employees, including heads and managers 
from major excellent distributor outlets at 
home and abroad, in a bid to encourage 
further accomplishments and seek future 
development directions from May 1 9 to 
23. 

The conference is being attended by 
representatives from a total of 50 eoun- 
tries. In eonsideration of geographie loea- 
tions, Hyundai Mobis has invited rep- 
resentatives from 42 sales outlets of the 
Central and South Ameriean region to 
Columbia, 3 1 outlets of the Asia-Paeifie 
region to Hong Kong, and 220 domestie 
outlets to Jeju Island. The eompany holds 



this event every year in order to strengthen 
eommunieation with its outlets loeated in 
the eountry and overseas, and inerease ser- 
viee quality for the supply of its genuine 
parts. 

The measure has eome up to boost 
trust with heads of its distributors by 
meeting them and to expand support by 
listening to any diffieulties they may 
have. In partieular, the eonferenee plays 
a huge role in aetivating interehanges 
between distributors at home and abroad, 
and eneouraging mutual growth. The 
partieipating ageney heads present their 
own management expertise and ideas in 
the eonferenee. During the eonferenee this 
time, the management aetivities of a total 




Hyundai Mobis personnel pose for a photo with the heads of its 
distributor outlets at the 2015 Asia-Pacific Parts Conference held in 
Hong Kong. 



of 1 1 distributors - three from the Central 
and South Ameriean region, four from the 
Asia-Paeifie region, and four from Korea 
- will be introdueed as best praetiees. 

An offieial from Hyundai Mobis said, 
“The ultimate objeetive of the event is to 
improve eustomer satisfaetion all over the 
world for the use of genuine parts. We will 
aetively support parts distributors so that 
they ean offer better serviees to our eus- 
tomers. By doing so, we will eontribute 
to improving the global brand value of 
Hyundai-Kia Motors as well as reinfore- 
ing its eompetitiveness.” (B by Jung Min-hee 



Overseas Synergy 

Korea Eximbank Becomes Seoul National University 
Hospital's Financial Coordinator for Overseas Expansion 



T he Export-Import Bank of Korea 
(Korea Eximbank) announeed that 
it signed a memorandum of eooperation 
with Seoul National University Hospital 
to establish a strategie eooperative rela- 
tionship for the overseas expansion of the 
hospital. 

On May 14, Korea Eximbank Presi- 
dent Lee Duk-hoon and Seoul National 
University Hospital President Oh Byung- 
hee met at Seoul National University 
Hospital in Jongno-gu, Seoul, to sign the 
agreement. It ineludes artieles to exehange 
mutual information for effeetive plans for 
the overseas expansion of Seoul National 
University Hospital, to jointly diseover 
promising business, and to provide effee- 
tive finaneial support for new business. 

Integrating Korea Eximbank ’s exper- 
tise of finaneial support for overseas proj- 
eets with Seoul National University Hos- 
pital’s operational know-how for a world- 
elass medieal system, this agreement was 
signed to ereate synergy effeets. 

The two organizations, whieh repre- 



sent the finaneial and medieal seetors, ean 
now establish the elose eooperative sys- 
tem from the early stage of the overseas 
expansion in the medieal area. 

With eomprehensive and effieient 
eooperation between the two organiza- 
tions, Korea Eximbank will provide aetive 
finaneial support in development projeets 
to establish its university hospital abroad, 
eonsignment management on global lead- 
ing hospitals, and export of the medieal 
information system. 

Korea Eximbank President Lee Duk- 
hoon said in the signing eeremony, “The 
medieal industry is the area that ereates 
high added value and has high employ- 
ment effeet when it sueeessfully taps into 
the global market. With the agreement, 
Korea Eximbank will serve as a reliable 
finaneial partner so that Seoul National 
University Hospital ean beeome the global 
leading player in the medieal industry. 

Until now, Korea Eximbank has 
offered a total of 1.0861 trillion won 
(US$995.24 million), ineluding export 




Korea Eximbank and Seoul National University Hospital (SNUH) 
concluded an MOU for cooperation in overseas businesses. Standing 
enter left is Lee Duk-hoon, CEO of Korea Eximbank; center right is Oh 
Byung-hee,CE0ofSNUH. 

finaneing and EDCF, to 29 projeets from 
14 eountries, sueh as Vietnam, Indonesia, 
and Honduras, in a bid to help Korean 
medieal institutions make inroads into the 
global market. 

Seoul National University Hospital 
was seleeted as the eonsignment operator 
for Sheikh Khalifa Speeialist Hospital in 
the UAE in July last year. Also, it export- 
ed the next generation medieal informa- 
tion system to six hospitals under the Min- 
istry of National Guard of Saudi Arabia 
last month, leading the overseas expansion 
of Korean medieal system. (B 

by Jung Min-hee 
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Construction Awards 

Hyundai Engineering & Construction 
Wins Awards from BCA Awards 201 5 



H yundai Engineering & Construe- 
tion (HEC), a subsidiary of Hyun- 
dai Motor Group, won awards from the 
BCA AWARDS 2015, whieh is held by 
the Building and Construetion Authority 
(BCA) of Singapore, HEC said. 

First, in the Quality Exeellenee Award 
seetor, HEC won the “GOLAD PLUS” 
award for its high quality eonstruetion 
in Singapore for the last five years, HEC 
said. 

Seeond, in the Quality Exeellenee 
Award seetor, HEC won the Construetion 
Exeellenee Award and Construetion Pro- 
duetivity Award, the eompany said. 



Thirdly, HEC won the Construetion 
Exeellenee Award for its Asia Square 
Tower 2, and the Construetion Exeellenee 
Merit for its NV Residenee in the eom- 
mereial and residenee seetors, respeetive- 
ly, HEC said. 

Fourth, in the Construetion Produe- 
tivity Award seetor, HEC won “GOLD 
PLUS,” the highest honor, for its “Spe- 
eialist Shopping Center” and Asia Square 
Tower 2, the eompany said. 

An offieial of HEC said that the eom- 
pany will pursue more overseas eonstrue- 
tion projeets. (B 

by Lee Song-hoon 




Reaching Out 

KumhoTire to Enhance Partnership 
with Yokohama Rubber 



KUMHOTIRE 



ry 



K umho Tire will enhanee its partner- 
ship with the Yokohama Rubber Co., 
Ltd., Kumho Tire said. 

Both eompanies began to diseuss the 
supply of original equipment manufae- 
turer (OEM) parts, Kumho Tire said on 
May 17. The eompanies eoneluded a stra- 
tegie eoalition for researeh and teehnology 
last May, and are eo-developing futuristie 
tires, Kumho Tire said. 

An offieial at Kumho Tire said both 



eompanies are diseussing supply seale, 
quantity, and supply start time, as well as 
the gradual inerease of supply quantity 
in aeeordanee with Chinese faetory order 
trends and demand for OEM produets. 
The supply will be immediately available 
this year if the partnership progresses fast, 
the offieial said. 

Kumho Tire expeets that the supply 
eontraet with Yokohama Rubber Co., Ltd 
will be helpful for improving the utiliza- 



tion of its Chinese faetories, Kumho Tire 
said. As the U.S. deeided this year to 
eharge anti-dumping tariffs to tires made 
in China, whieh may deerease the eapaeity 
utilization of faetories in China, Kumho 
Tire plans to inerease the utilization of 
its Chinese faetories by OEM supply- 
ing, whieh will enhanee its eoalition with 
Yokohama Rubber Co., Ltd, Kumho Tire 
said. 

Kumho Tire reeently deeided to move 
to its faetory in Nanjing, China by 2016, 
the eompany said. The eompany plans 
to build an advaneed eeo-friendly fae- 
tory, whieh will high quality tires with 
advaneed faeilities and teehnologies in 
aeeordanee with market demands, whieh 
will enhanee the eompanies’ produets 
made in China, it said. 0 

by Lee Song-hoon 
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Incheon Airport Consults Istanbul 

Incheon Airport is Priority Bidder for 
Operation Consulting of Istanburs New 
Airport Project 




T he International Ineheon Airport Corporation (IIAC) has 
beeome a priority bidder for operation eonsulting eompany 
seleetion for the “Istanbul’s new airport projeet,” the IIAC said on 
May 18. 

The eonsulting projeet’s seale is 10,869,200 euros (US$12.1 
million), arranged by Turkish IGA. The projeet ineludes airline 
marketing, development of free trade regions, information teeh- 
nology strategy development, organization establishment and 
edueation, trial operation of the airport, and operation of the new 
airport, ineluding eonsulting eommereial faeilities development, 
IIAC said. The eontraet is valid until Sept. 2020, IIAC said. 

IIAC organized a eonsortium with Denmark's Copenhagen 
Airport, where the eontraet rates of IIAC and the Copenhagen 



Airport are 57 pereent and 43 pereent, respeetively, the IIAC said. 

The new Istanbul airport is planned to open at the end of 
2017, replaeing the existing Atatiirk Airport dealing with about 
60,000,000 passengers annually, the IIAC said. 

IGA is a eonsortium of five private Turkish eompanies, whieh 
is managing the 27 trillion won (US$24.6 billion) new airport 
projeet in the EOT business approaeh, IIAC said. 

The passenger-handling eapaeity of the new Istanbul airport 
will be 90 million in the first stage and 150 million in the seeond 
stage, whieh will be the world’s largest seale, IIAC said. 

Park Wan-su, CEO of the IIAC, said that the IIAC plans to 
pursue further opportunities in the global market. (B 

by Oh Seung-mock 
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Volume Model 

Ssangyong Motor Pres. Says Union's 
Cooperation Needed for Tivoli to 
Become 'Volume Model' 




S sangyong Motor’s long time dream has eome true. The annual 
sales of the Tivoli eompaet sport utility vehiele (SUV) are 
expeeted to top 100,000 units next year, a signifieant number for a 
single ear model. It has been 62 years sinee Ssangyong Motor was 
established in 1954. 

There is a lot of work that the eompany will have to do. Along 
with the expansion of the global network, the eompany needs to 
urgently reset its produetion line in order to reinforee its supply. In 
this proeess, the union’s eooperation is desperately needed. 

“The sales demand of the Tivoli is rapidly growing faster 
than expeeted. The eompany has raised its sales target this year 
to 60,000 units,” said Ssangyong Motor President Choi Johng-sik 
during a press eonferenee before the Global Media Conferenee 
held in Rome, Italy, on May 27 (loeal time). 

The figure is up 65 pereent from the annual sales target of 
38,000 units that the eompany announeed earlier this year. As 
the demand of the Tivoli has inereased at home and abroad, 
Ssangyong Motor raised the annual sales target to 35,000 units at 



home and 25,000 units in overseas markets. 

President Choi expeets that the Tivoli will see annual sales of 
100,000 units next year when the eompany additionally launehes 
its diesel and long-body versions. It means that the Tivoli will 
beeome a “volume model” for the eompany. In order to beeome 
a volume model in the auto industry, 100,000 units of that model 
should be sold. Only the model with sales of 100,000 units is eon- 
sidered to have market reeognition. 

Ssangyong Motor is targeting the European market. From 
the early stage of development, the traits and various demands in 
the European market were refleeted to develop the Tivoli. Sinee 
the model belongs to the B-segment (subeompaet ear), whieh 
shows the most remarkable sales growth in Europe, the eompany 
believed that it has enough ehanee to win in the European market. 

In faet, the sales of the SUV-B segment in Europe last year 
grew 49 pereent to 690,000 units from a year earlier. Aeeordingly, 
the market share of the subeompaet SUVs inereased from 22 per- 
eent to 27 pereent in the entire SUV market. 0 by Jung Min-hee 
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New Material For Tanker 

DSME, POSCO Developed 
New Material for LNG Storage Tank 




High manganese steel. 



D aewoo Shipbuilding & Marine Engineering has sueeeeded 
in developing high manganese steel for use in LNG storage 
systems. The eompany explained that the new development would 
eontribute to the diversifieation of LNG storage system materials 
and the eomparative advantage of the Korean shipbuilding indus- 
try against those of Japan and China. 

At present, ultra-low temperature materials sueh as aluminum 
alloys, niekel alloy steel, and stainless steel are mainly used in 
LNG storage tanks, as LNG has to be transported in a liquefied 
state at minus 163 degrees Celsius below zero. However, these 
materials have their own limitations in terms of strength and the 
ease of proeessing. Besides, they eontain an amount of niekel that 



is too expensive for priee eompetitiveness to be ensured. 

Meanwhile, manganese is mueh eheaper yet has ultra-low 
temperature properties. The unit eost of manganese is approxi- 
mately 53 pereent of that of an aluminum alloy, and a manganese- 
based LNG storage tank ean be produeed at 56 pereent of the eost 
of an aluminum alloy-based one. 

Daewoo Shipbuilding & Marine Engineering has worked on 
the high manganese steel sinee November 2010. The eompany is 
planning to apply the steel to the stand-alone LNG storage tanks it 
reeently developed on its own, whieh are seheduled to be mounted 
on LNG earriers and LPSOs. 0 

byJungSuk-yee 
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Innovative Telecommunication Technology 

SK Telecom Wins Most Innovative 
Telecom Project Award 




Gyu-seong (right), head of the AN Lab of the network technology institute of SK Telecom, received the Most Innovative Telecom Project award for 
the company's commercialization of the "3 band LTE-A'' from the Telecom Asia Award event held in Indonesia. 



S K Telecom won the Most Innova- 
tive Telecom Project (MITP) award 
on May 20 from the Telecom Asia Award 
(TAA) held in Jakarta, Indonesia, the 
company said. 

SK Telecom could win the Most Inno- 
vative Telecom Project award because 
TAA recognized the company’s continu- 
ous efforts for LTE technology develop- 
ment, particularly the commercialization 
of the “3 band LTE-A,” which provides 
a speed of 300Mbps maximum, SK Tele- 
com said. 

TTA is held by Telecom Asia, a Hong 
Kong-based media company specializing 
in information technology, SK Telecom 
said. TTA has been awarding Asian com- 
panies for providing communication ser- 
vices or technologies, SK Telecom said. 

Park Jin-hyo, head of the network 
technology institution of SK Telecom, said 
that the company will continually inno- 
vate its network technology, with ambi- 
tions of being the world’s representative 
mobile communication company. 

Meanwhile, in a consortium with aca- 
demic and research institutions, SK Tele- 
com is to establish the nation’s first under- 
water communication network. The com- 
pany announced on May 24 that it estab- 
lished a consortium with local universities 
and research institutions to undertake the 
national research project initiated by the 
Ministry of Maritime Affairs and Fisheries 
and develop maritime technology over the 
next seven years. The project is dubbed 
“Distributed Underwater Monitoring and 
Control Network” as part of the maritime 
equipment development and infrastructure 
construction. 

The underwater control network, 
which will be developed by the consor- 
tium, will collect various underwater 



information using sensors and send it to 
land through base stations in the water. 
The collected information can be used 
for maritime weather observation and 
ecological environment analysis, keeping 
track the shipping industry including route 
information of vessels, and for national 
defense of territorial waters. 

Also, these underwater networks will 
allow not only more accurate prediction of 
maritime climatological observation and 
natural disasters by detecting sea tempera- 
ture, currents, and seismic waves, but also 
quick response to ship accidents. 

The national project is broadly divid- 
ed into three areas - the development of 
underwater sensor nodes that can work 
for long hours underwater, and commu- 
nication technology between stations, the 
design of an idealized underwater net- 
work for accurate wave propagation in 
the water, and the construction of a central 
integrative network in a bid to unite the 
communication networks of the land and 
sea. 

As marine territory is becoming more 
focused on between nations, the Kore- 



an government and the consortium are 
expecting to have a strong foundation to 
compete against countries with advanced 
underwater networks through this first 
national underwater network construction 
project. 

In fact, major advanced countries are 
actively seeking to develop “Internet of 
Underwater Things” to strengthen mari- 
time territorial sovereignty and develop 
marine areas. 

The U.S. has pushed for a maritime 
observation network since it developed 
an underwater communication modem in 
1985. The European Union is also con- 
ducting several related projects, including 
the development of submarine monitoring 
technology using sonar. 

Moreover, Japan has been work- 
ing on submarine research focusing on a 
submarine earthquake detection network. 
Accordingly, Korea should also strengthen 
research on marine communication from 
various angles, not only of academic value 
but also industry and national defense. 0 
by Lee Song-hoon 
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Movies, Fish, Concerts 

Lotte World Mall Rebuilt as Multi-use 
Cultural Place 




Lotte World Mall's aquarium has about 650 species. (Photo via Lotte World Mall) 



L otte World Mall has been rebuilt as a mult-use eultural plaee, 
sinee the aquarium and einema reopened on May 9, aeeording 
to a mall representative. 

Lotte World Mall expeets that there ean be more than 20,000 
visitors when the einema with about 4,600 seats operates at nor- 
mal eapaeity. It expeets 4,000 visitors to the aquarium, too. It also 
expeets 5,000 foreign visitors per day to its tax-free shop. 

The aquarium provides various experienees sueh as feeding 
eoy fish and presentations on white whales, beluga, penguins, and 
sea lions. It has about 650 speeies and the eountry’s longest under- 
water tunnel, it said. 

“Superfiex G,” the 21 sereen einema, has the world’s largest 



sereen (34m x 14m), whieh was listed on the Guinness Book of 
World Reeords last July. 

Lotte World Mall is also building a eoneert hall, planning 
to open it in 2016. In addition, it will establish the Lotte eul- 
tural foundation, investing over 16 billion won (US$14.6 mil- 
lion) annually for elassieal musie. Lotte is investing 120 billion 
won (US$109 million) in the eoneert hall whieh will have 2,036 
seats. The eoneert hall will be the eountry’s first orehestra-spe- 
eialized hall with a 5,000 pipe pipe organ. The eoneert hall will 
be designed in the vineyard style where the audienee sits around 
a stage. 0 



by Lee Song-hoon 
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Hallyu Growing 



CJ E&M Leads Drama Wave in Southeast 
Asia 



S outh Korea's leading eontent and 
media eompany CJ E&M (CEO Kim 
Sung-su) announeed that it signed a deal 
with Malaysia’s 8TV and Singapore’s 
largest pay TV operator StarHub to sell 
its original dramas and to form a drama 
bloek. They will eaeh air over 200 hours 
of drama eontent produeed by CJ E&M. 

As Malaysia’s 8TV already started 
airing “The Ineomplete,” ealled “Mi- 
saeng” in Korean in January, at 10:30 pm 
every Thursday and Friday, the drama has 
earned favorable reviews. Also, the ehan- 
nel has started airing “The Dogged Gu 
Hae Ra,” or “Chiljun Palki Gu Hae Ra” in 
Korea, from Mareh, whieh has also gained 
in popularity. 8TV plans to provide other 
Korean dramas to viewers in the future as 
well. Starting from May 31, Singapore’s 
VV Drama will air drama series of CJ 
E&M at 9:30 pm on every Sunday. 

Seo Jang-ho, the head of CJ E&M's 
eontent sales department, said, “Both 



broadeasting eompanies in Malaysia 
and Singapore introdueed overseas eon- 
tent in the short term before. However, 
it is exeeptional to air dramas produeed 
by a single broadeasting eompany at a 
speeifie time zone, and the first in his- 
tory for Korean broadeasting eompanies. 
As we have formed a fixed bloek at the 
prime time belt, the eompany will make 
efforts to spread Hallyu and expand busi- 



ness areas in the Southeast Asian markets 
through strengthening the partnership with 
8TV and StarHub in the future.” 

Meanwhile, 8TV is the representative 
terrestrial ehannel under Media Prima, the 
largest media eompany in Malaysia, and 
StarHub TV is Singapore’s largest pay TV 
operator that earries over 200 ehannels in 
540,000 households. 0 

byJungSuk-yee 




Home Shopping 

CJ 0 Shopping Enters Mexican Market 



A 

cjjto 

S outh Korean CJ O Shopping will 
launeh a home shopping ehannel, “CJ 
Grand Shopping,” in Mexieo at the end of 
this June, targeting the eountry’s 1 1 mil- 
lion households, CJ O Shopping said on 
May 26. 

CJ O Shopping and the Televisa 
group, a Mexiean media eompany, estab- 
lished a joint-stoek eompany, “Televisa CJ 



Grand,” for their home shopping business 
in Mexieo, CJ O Shopping said. The total 
eapital invested for Televisa CJ Grand is 
US$23 million, half of whieh is from eaeh 
of the two eompanies, CJ O Shopping 
said. 

CJ O Shopping will be responsible for 
the operation of home shopping, and Tele- 
visa will be responsible for marketing and 
ehannel operation, CJ O Shopping said. 

Seo Jang-won, an exeeutive of the 
management strategy seetor of CJ O 
Shopping, said that Mexieo is a “strategie 



point of the eompany’s global growth.” 

The eompany deseribed its entry to 
the Mexiean market as a “bridgehead” for 
its advanee to Central, South, and North 
Ameriea. 

The eompany plans to inerease its 
overseas billings up to 50 pereent by 2017 
from 38 pereent of 2014. 

Byeon Dong-sik, CEO of the eompa- 
ny, said the eompany will also “support” 
South Korean small and medium-sized 
eompanies’ advanee to the Mexiean mar- 
ket as retailers. by Oh Seung-mock 
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Field Management 

Christopher Koo, Chairman of LS, 
Manages His Company's Field in China 




C hristopher Koo, chairman of LS, visited LS Wuxi industrial 
complex 2 hours away from Shanghai in order to develop 
strategic solutions for China’s recent economic policy change, 
searching for business opportunities in new areas such as smart 
factories. 

Chairman Koo and eight directors of the company participated 
in the regular council held in Wuxi, China from May 14 for three 
days. They were informed about the company’s Chinese business 
status, and then encouraged the staff of the factories of LS Cable 
& System, LSIS, LS Mtron and Daesung Electric. 

The Wuxi industrial complex, established by LS in 2005 for 
the company’s overseas entry, has factories of LS Cable & Sys- 
tem, which manufactures electric wires of cars, LSIS which man- 
ufactures automation equipment, LS Mtron which manufactures 
extruders, and Daesun Electric which manufactures an anti-lock 
braking system (ABS) and switches for cars. 

The LS Group has expanded its business cooperation with 



China via acquisitions of potential Chinese companies as well as 
establishing research and development (R&D) centers and pro- 
duction and retail corporations in Beijing, Shanghai, Qingdao, and 
Dalian. 

The sales of LS Group’s business in China have grown to 
US$686 million last year from US$83 when it was established. 
From this year, the company plans to maximize its profitability. 

Koo also met Wang Quan (□ □), mayor of Wuxi City, and the 
city’s officials. They agreed to continually enhance their partner- 
ship. 

Chairman Koo said that LS will expand its business coopera- 
tion with Wuxi to the energy efficiency area such as smart facto- 
ries, which may help Wuxi develop as a central city of China’s 
industrial development. 

The LS group expects its business cooperation with China to 
expand further in the energy efficiency sector such as smart fac- 
tories, smart grids, and renewable energy. 0 by Lee Song-hoon 
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Different Prescription 

Experts Give Differing Advice on 
Lowered Economic Growth Rate 



JCDf 

Korea’s Leading 
Think Tank 



T he Korea Development Institute 
(KDI) adjusted its Korean eeonom- 
ie growth foreeast for this year from 3.5 
pereent to 3.0 pereent on May 20, in view 
of the likelihood that the stagnation in 
exports will eontinue, although domestie 
eonsumption will show a gradual reeovery 
based on an inereasing investment. 

“It is predieted that the slowdown of 
the emerging eeonomies, ineluding China, 
and the depreeiation of the yen and the 
euro affeeting Korean exporters’ priee 
eompetitiveness will result in an export 
inerease of no more than 1 . 1 pereent and 
2.9 pereent in 2015 and 2016, respeetive- 
ly,” it explained, adding, “The eonsumer 
priee is estimated to go up by just 0.5 per- 
eent this year and 1.4 pereent in 2016.” 
The KDI also warned that the eeo- 
nomie growth rate might dip below 3 per- 
eent unless the government’s restruetur- 
ing plan and fiseal and monetary poliey 
worked as intended. “The other potential 
negative faetors inelude the delay of the 
reeovery of the European eeonomy and 
mounting uneertainties attributable to an 
interest rate hike in the United States,” it 
eontinued. 

Earlier on April 9, the Bank of Korea 
had eut its foreeast by 0.3 pereentage 
points to 3.1 pereent. Likewise, the Inter- 
national Monetary Fund (IMF) lowered its 
estimate from 3.3 pereent to 3.1 pereent 
last month. 

In the meantime, the Korean Eeonom- 
ie Assoeiation held a symposium on May 
15 under the theme of ehallenges to and 
solutions for the Korean eeonomy. 

At the symposium. Park Myung-ho, 
head of the Center for Long-term Fis- 
eal Projeetions of the Korea Institute of 
Publie Finanee, said that eurrent national 
finanee is not sustainable in that the man- 
aged fiseal balanee is inereasing its def- 
ieit, and the government needs to make 



efforts to inerease tax revenues and spend 
its resourees with greater effieieney while 
overhauling soeial seeurity spending in 
view of the paee of aging and low fertil- 
ity. “The ratio of soeial seeurity spending 
to GDP refleeting population dynamies is 
estimated to soar from 9.6 pereent to 29.0 
pereent between 2012 and 2060, to exeeed 
the OECD average by approximately 50 
pereent,” he explained, adding, “Various 
pensions plans have to be reformed along 
with soeial seeurity spending in the medi- 
eal seetor for us to be eapable of taekling a 
fiseal eliff ” 

Korea Institute for Industrial Eeo- 
nomies & Trade Direetor Kim Do-hoon 
expressed eoneerns over China’s emer- 
genee. “Last year, Xiaomi’s mobile mar- 
ket share in China exeeeded that of Sam- 
sung Eleetronies, and this means Chi- 
nese eompanies now have teehnologieal 
strength, not to mention a eheap labor 
foree,” he said, eontinuing, “This situa- 
tion ean be addressed when Korean eom- 
panies, not the government, are allowed 
to lead the growth of new industries.” He 
also pointed out that the laek of teehnolo- 
gy buyers is one of the biggest reasons for 
the slow progress of the so-ealled ereative 
eeonomy held up by the government. 



Korea Labor Institute Chairman Lee 
In-jae warned that an employment eliff 
might appear next year with the exten- 
sion of the retirement age put into foree. 
“Labor market restrueturing is an urgent 
matter, and examples of the speeifie mea- 
sures for it ean inelude a three-day work 
week, wage peaks for full-time workers, 
and real wage adjustments based on labor 
turnover,” he advised. 

Lee Il-hyung, head of the Korea Insti- 
tute for International Eeonomie Poliey, 
mentioned the internationalization of the 
Korean eurreney without delay for its 
resistanee to external impaets. “Quanti- 
tative easing has eaused the U.S. stoek 
market to be overheated, and Korea is 
likely to be signifieantly affeeted when 
the bubble bursts, beeause a lot of DLS 
assoeiated with the market have been sold 
in it,” he explained, adding, “The global 
standing of the Korean eurreney has to 
be raised for the shoek to be minimized.” 
He mentioned speeifie ways to reaeh this 
goal sueh as an inereased use of the won 
in international trade and the utilization of 
China based on the Korea-China FTA and 
Korea’s aeeession to the Asian Infrastrue- 
ture Investment Bank. (B 

by byJungSuk-yee 
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S outh Korea's monthly current account 
surplus reached the third highest 
in history in March, extending its sur- 
plus streak to its 37th straight month, 
data showed. This is largely due to the 
decreased amount of related imported 
items from the fall in international oil 
prices. However, some express concerns 
that the strong won can weaken competi- 
tiveness in exports as the dollar inflows 
into the country. 

According to the Bank of Korea 
(BOK) on May 4, the current account sur- 
plus came to US$10.39 billion (11.23 tril- 
lion won) in March. The figure increased 
by more than 60 percent from the 
US$6.44 billion (6.96 trillion won) sur- 
plus of the previous month. The current 
account surplus reached US$6.58 (7.11 
trillion won) in January and US$6.44 
billion (6.96 trillion won) in February. 
Accordingly, the current account surplus 
in the first quarter increased by US$8.23 
billion (8.9 trillion won), or 54.2 percent, 
to US$23.42 billion (25.31 trillion won) 
from the US$15.19 billion (16.42 trillion 
won) of a year earlier. Some say that it is 
a “surplus from the economic recession,” 
as imports fell at a much faster clip than 
exports increased. According the analysis 
of the BOK, however, the surplus amount 



last one year was largely due to the drop 
in international oil prices. 

As of the first quarter, the exports of 
petroleum products rapidly dropped by 
US$5.2 billion (5.62 trillion won), or 38.7 
percent, to US$8.23 billion (8.9 trillion 
won) from US$13.43 billion (14.52 tril- 
lion won) year-on-year. During the same 
period, oil imports declined more sharply 
than exports. Oil imports in the first quar- 
ter this year decreased by US$11.56 bil- 
lion (12.5 trillion won), or 46.5 percent, 
to US$13.29 billion (14.37 trillion won) 
from US$24.85 billion (26.86 trillion 
won) a year earlier. Oil imports during the 
same period nearly halved to US$4.12 bil- 
lion (4.45 trillion won) from US$8.48 bil- 
lion (9.17 trillion won) a year ago. Com- 
bining oil and petroleum products, the 
figure is short by US$15.92 billion (17.21 
trillion won) in the first quarter from the 
same time last year. Excluding US$5.2 
billion (5.62 trillion won) from the figure, 
which came from exports, approximately 
US$10 billion (10.81 trillion won) was the 
surplus caused by lower international oil 
prices. It is a similar scale to the total cur- 
rent account surplus increment in the first 
quarter. 

As Korea has recorded a current 
account surplus, dollars are flowing into 



the country. In turn, the won is getting 
stronger. Two years ago, when then Fed- 
eral Reserve Chairman Ben Bemanke sug- 
gested the end of quantitative easing for 
the first time, Korea was the only country 
among major emerging countries that saw 
an increase in the real effective exchange 
rates. 

According to Samsung Securities, the 
real effective exchange rates of the Korean 
won in March increased 11.2 percent to 
113.46 from 102.01 in April 2013, before 
Bernanke made a remark after analyz- 
ing the data of the monthly real effective 
exchange rates from the Bank for Interna- 
tional Settlements (BIS). 

Among the 26 major countries, only 
three countries - China with 14.3 per- 
cent, the U.S. with 13.4 percent, and the 
U.K. with 12.8 percent - showed a higher 
growth rate of the real effective exchange 
rates than Korea in the last two years. 

The real effective exchange rates of 
the Russian ruble decreased as much as 
27.1 percent, while Brazil, Australia, and 
Canada showed a 20.6 percent, 15.9 per- 
cent, and 14.5 percent decline. The rates 
of the Japanese yen also decreased as 
much as 1 1 percent, in which the coun- 
try has implemented the weak yen policy 
through Abenomics. % by Jung Suk-yee 
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Giving Not Getting 

Korea's Intellectual 
Property Trade 
Deficit Exceeded 



US$6 Billion in 2014 



T he Korean Intelleetual Property Offiee and the Bank of Korea 
announeed on May 12 that the amount of intelleetual property 
transaetions that Korea was engaged in last year totaled US$23.54 
billion, with the defieit in intelleetual property trade amounting to 
US$6.17 billion. 

Korea has reeorded an intelleetual property trade defieit sinee 
2010. However, the size of the defieit has deereased during the 
period, starting from US$10.34 billion in 2010. Between 2013 
and 2014, the defieit deelined by US$1.99 billion. The red fig- 
ures regarding eopyrights was redueed from US$2.81 billion 
to US$1.21 billion between the two years, to result in overall 
improvement. 



Trade Balance of Intellectual Property Righu 
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The trade balance of intellectual property rights is still negative, but decreasing. 



The defieit relating to the eopyrights of musie and videos 
went down from US$3.42 billion to US$2.17 billion, while the 
surplus relating to those of the R&D produets and software, 
ineluding games, inereased by US$220 million to US$1.05 bil- 
lion. trade balanee of intelleetual property rights.jpg The trade bal- 
anee of intelleetual property rights is still negative, but deereasing. 
The defieit added up to US$3.4 billion with regard to patents and 
utility models and US$860 million for trademark rights. Mean- 
while, a surplus of US$710 million was aehieved with eomputer 
program eopyrights. The surplus has mounted sinee 2011. 

Small and mid-size eompanies showed a US$990 million 
intelleetual property trade surplus, whieh was equivalent to 1 1 
times the amount reeorded in 2010. On the eontrary, larger eorpo- 
rations remained in the red by posting a US$4.26 billion defieit. 

The red-ink figure was at US$4.6 billion in the eleetrieal and 
eleetronies produet manufaeturing seetor. The amount is equal to 
1.9 pereent of the eombined annual sales of Samsung Eleetronies 
and LG Eleetronies for 2014. However, the auto manufaeturing 
seetor and the group eovering publishing, visual entertainment, 
broadeasting eommunieations, and information serviees posted a 
surplus of US$800 million and US$440 million, respeetively. 

The defieit against the United States reaehed US$5.95 billion 
last year due to the high dependenee in the fields of patents and 
trademarks, followed by those against Sweden (US$970 million), 
Britain (US$720 million), and Japan (US$280 million). Mean- 
while, Korea reeorded a surplus of US$2.23 billion in its intellee- 
tual property trade with China, more than doubling the amount in 
four years. 0 
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Poor Performances 

500 Leading Korean Companies' Sales, 
Profits Dropped Last Year 
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A ccording to market research firm CEO Score, the top 500 
Korean companies’ combined sales and operating prof- 
its deereased by 4.4 pereent and 10.2 pereent to 2.527945 qua- 
drillion won (US$2.317847 trillion) and 125.767 trillion won 
(US$115,314 billion) between 2013 and 2014, respeetively. 

Samsung Eleetronies’ operating profits deelined by 32 per- 
eent to 25.025 trillion won (US$22,945 billion), while those of 
Hyundai Motor eompany fell 9.2 pereent to 7.55 trillion won 
(US$6.92 billion), Kia Motors 19 pereent to 2.573 trillion won 
(US$2,359 billion), and the Korea Gas Corporation 28 pereent to 
1.072 trillion won (US$982.9 million). SK Innovation, Hyundai 
Heavy Industries and GS Caltex posted 231 billion won (US$211 
million), 3.2495 trillion won (US$2.9794 billion), and 456 billion 
won (US$418 million) in operating losses. 

The sales of the IT, the eleetrieal and eleetronies industry 
deereased by 7.5 pereent to 397.033 trillion won (US$364,036 bil- 
lion), and its profits plummeted by 26.6 pereent to 35.546 trillion 
won (US$32,592 billion). The figures reaehed 297.929 trillion 
won (US$273,168 billion) and 3.372 trillion won (US$3.0918 
billion) for the petroehemieal industry, with a rate of deerease of 
13.5 pereent and 65.5 pereent eaeh. 

The automobile and auto parts industry reeorded 268.192 
trillion won (US$245,902 billion) and 17.634 trillion won 



(US$16,168 billion), with the sales and profits falling 0.5 per- 
eent and 12.6 pereent, respeetively. The shipbuilding, faeil- 
ity, and maehinery seetor’s losses amounted to 3.303 trillion won 
(US$3,028 billion), although the deeline in sales was limited to 
0.8 pereent. 

Still, the 10 seetors, ineluding insuranee and steelmaking, 
inereased their sales and profits alike. The sales and profits of 
the insuranee industry showed a 9.3 pereent and 23.3 pereent 
inerease, to 204.225 trillion won (US$187,252 billion) and 7.212 
trillion won (US$6,611 billion) eaeh, while those of the eonstrue- 
tion seetor went up by 7.3 pereent and 4,654.9 pereent due to the 
base effeet. Those of the steel industry rose by 1.6 pereent and 
11.5 pereent, too. The other seven seetors are general trading, food 
and beverage, serviee, seeurities, daily supplies, eredit finanee, 
and pharmaeeutieal. 

Twenty-one out of the 500 eompanies are assoeiated with 
the Samsung Group. The number is 18 for eaeh of the Hyundai 
Motor, SK and Lotte Groups, 14 for LG, 10 for eaeh of POSCO 
and GS, nine for eaeh of Hanwha and LS and eight for CJ. The 
number deereased by one for eaeh of Hyundai Motor, Samsung, 
SK and POSCO, whereas it inereased by one for Lotte, Hanwha, 
and LS. Two GS subsidiaries joined the ranks last year. (B 
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by Matthew Weigand 

es, absolutely we're eyeing Korea,” says Daryl Dunbar, 
X managing direetor of Asia Paeifie for Digital Realty, in 
the eonferenee room of the eompany's oldest and largest Asia 
Paeifie data eenter in Singapore. He goes on to explain that it is a 
simple ehoiee, due to the number and amount of eustomers from 
South Korea that they already serve in their existing data eenters 
throughout the U.S., Europe, and Asia Paeifie. He deelines to 
name many speeifie eustomers direetly for seeurity reasons, but 
says that their existing relationships have given them good market 
intelligenee about possibilities in the eountry, and they are hopeful 
to expand their offerings to the Land of the Morning Calm. 

Digital Realty is one of those eompanies that you don't often 
hear about, but is essential to modern eivilization. They deseribe 
themselves as a real estate eompany, but the real estate that they 
sell houses the nerve eenters of multinational banks, international 
eorporations, and the most robust of online serviees. They make 
data eenters for eompanies that need at least 20 raeks, or usually 
entire rooms, of the latest and greatest in server hardware hum- 
ming along without ever a hiteh happening to them. They are the 
house in whieh “The Cloud” lives; the great Internet album where 
all the eat pietures are stored; the vault in whieh all that digital 
eurreney resides. And they are the baekbone of the eoming Inter- 
net of Things revolution. 



“The Internet of Things is all about a eonneeted world; its all 
about eonneetivity,” says Daryl. “From our perspeetive, even if 
every deviee is talking to every other deviee, there're still data- 
bases, servers, serviees, platforms that have to exist to serviee the 
Internet of Things eommunieating from maehine to maehine. And 
so that is going to eontinue to live in data eenters.” 

The eompany has 130 data eenters around the globe that they 
are eurrently operating. While only eight of those are aetive in the 
Asia Paeifie region, the number is rapidly inereasing. They are 
eurrently developing sites in Melbourne and Sydney, Australia, 
and also have a loeation in Osaka, Japan under development. 
And they brought BusinessKorea to visit them in Singapore on 
the oeeasion of opening a new data eenter on the other side of the 
island. 

The eompany has both built data eenters from serateh and re- 
purposed existing buildings. For instanee, they reeently opened 
up a new data eenter in London, the U.K., that they built from 
the ground up. And the new data eenter that they opened in Sin- 
gapore was previously a re-purposed paper storage building. The 
177,000 square foot building has “over four floors, high eeilings, 
reinforeed flooring. It just sereamed perfeet for us,” says Dunbar. 
He says that the eompany saved a lot of time refurbishing the 
existing building than they would have spent ereating something 
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from scratch. And it only cost them 200 million Singapore dollars 
(US$148 million). Opening this new facility provides about 50 
percent more premium data center real estate that they can offer, 
since their existing facility, the oldest in the Asia Pacific region, is 
370,000 square feet on 7 floors. 

The company would like to invest in similar projects in the 
Korean market as well. “We are continuing to invest in the region 
as a whole,” Daryl says, “and I think that Korea is a very impor- 
tant part of that solution.” He also emphasizes that the compa- 
ny will be a good opportunity for Korean investors. He points 
out that Digital Realty was set up as a “Real Estate Investment 
Trust” in the U.S., and so their primary goal has always been to 
aeeept money from investors and return tasty dividends. “We 
have always returned in exeess of 100 pereent of our net operating 
profits to our shareholders,” Daryl says. 

The speeifie size and seope of a possible projeet in Korea is 
quite variable, too, depending on the needs of Digital Realty's 
eustomers in the region. The eompany approaehes the design of 
eaeh data eenter from a modular perspeetive, allowing them to 
walk the fine line between building too mueh and building too 
little at onee. For instanee, their older data eenter in Singapore is 
7 floors; the first floor is for administration, and the other 6 floors 
are vertieally-staeked data eenters one on top of another. Eaeh 




floor eontains several halls, whieh ean be rented out entirely or 
by the 20-raek row to diseeming eompanies. However, depending 
on the elimate of the Korean market. Digital Realty eould easily 
build bigger or smaller. “You ean't take a produet out of North 
Ameriea and drop it wherever and have it funetion exaetly the 
same,” Daryl explains. “It has to ehange, has to be engineered, has 
to be designed. We do it modularly. We don't start from serateh 
every time, but adjust our modular design for speeifie loeations 
and eustomer needs.” 

“Why we wanted to have you visit here is to explain that we 
are a eonneeted world,” says Jihann Pedersen, Asia Paeifie mar- 
keting direetor for Digital Realty, eontinuing, “We have Korean 
multinationals that are in faeilities of ours, data eenters of ours in 
the U.S.” She goes on to explain, “We have multinationals that 
are dependent on global expansion to appease their digital eontent 
and eloud needs.” The eompany's eonsideration of the Korean 
market is a simple desire to appeal more to their eustomers, both 
inside and outside of Korea. “The opportunity for us to do busi- 
ness in this region is still enormous,” says Daryl Dunbar. “We've 
done eompetitive market analysis loeation by loeation.” They are 
always looking to see where the market in general is demanding 
more infrastmeture. And they believe that South Korea is one of 
those new markets. (B 
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Decrease in Sales 

Korean Telecommunications Industry 
Facing Limits of Growth 
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SK lelecom 



I ndustry analysts are saying that worries about the downsized 
teleeommunieations market sueh as the deereased sales and 
profits of SK Teleeom, KT, and LG U+ beeame a reality in the 
first quarter of this year. 

Sinee the teleeommunieations market is already saturated, it 
is diffieult for mobile earriers to boost sales. An inerease in the 
number of people subseribing to mobile virtual network operators, 
a eonsistent pressure on redueing mobile phone rates, and a slump 
in the market stemming from the implementation of the Terminal 
Distribution Strueture Improvement Aet are all eonsidered to be 
major faetors in the eontraetion of the market. 

On May 6, SKT announeed that it turned over 4.2403 trillion 
won (US$3.9004 billion) during Q1 2015 on a K-IFRS basis. 
Sales of the nation's largest earrier went up until Q3 2014, as 
shown by 4.2019 trillion won (US$3.8670 billion) in Q1 2014, 
4.3050 trillion won (US$3.9600 billion) in Q2 2014, and 4.3675 
trillion won (US$4.0174 billion) in Q3 2014. However, sales 
started to deerease in Q4 2014 with 4.289 trillion won (US$3,947 
billion), after the implementation of the Terminal Distribution 
Strueture Improvement Aet during the period. As a result, sales in 
Q1 2015 went down for the seeond straight quarter. 

KT and LG U+ are in the same boat as well. Although KT 
reeorded 5.7043 trillion won (US$5.2470 billion) in sales dur- 
ing Q3 2014, ineluding telephone and mobile phone rates, its 
sales only amounted to 5.716 trillion won (US$5.2604 billion) 
in Q4 2014. The number further dropped to 5.4364 trillion won 
(US$5.0006 billion) in Q1 of this year. LG U+ also saw its sales 
deerease from 2.785 trillion won (US$2,563 billion) in Q1 2014 
to 2.6884 trillion won (US$2.4729 billion) in Q4 2014 and 2.5502 



trillion won (US$2.3458 billion) in Q1 2015. 

An industry souree explained, “Either the three mobile earri- 
ers are involved in M&A deals or there are other temporary fae- 
tors. But I think it is the first time that sales have gone down for 
the seeond eonseeutive quarter.” 

In other words, the teleeommunieations market is itself down- 
sizing. 

Operating profits of the three earriers are also deereasing. Due 
to intense eompetition for marketing, SKT's operating profits were 
merely 252.4 billion won (US$232.3 million) in Q1 2014. How- 
ever, it posted operating profits of 546.1 trillion won (US$502.3 
billion) in Q2 2014 and 536.6 trillion won (US$493.6 billion) in 
Q3 2014. Following the enforeement of the Terminal Distribution 
Strueture Improvement Aet in Q4 2014, the number fell to 490.1 
trillion won (US$450.8 billion) in the period, going down further 
to 402.6 billion won (US$370.3 million) in the first quarter of this 
year. 

After seoring 23.8 billion won (US$21.9 million) in operating 
profits during Q4 2014, KT's number reeovered to 320.9 billion 
won (US$295.2 million) in Q1 2015, helped by a large-seale vol- 
untary-retirement program last year. In eonsideration for operating 
profits of around 300 billion won (US$276 million) in Q3 2014, 
the seeond-largest earrier was able to maintain profits by redueing 
labor and marketing eosts. 

LG U+ also experieneed a 17.7 pereent quarter- on- quarter 
reduetion in operating profits from 195.9 billion won (US$180.2 
million) in Q4 2014 to 161.2 billion won (US$148.3 million) in 
Q1 2015. 
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Identity Question 

Establishment of Internet Banks 
Expected to Gain Momentum 




W ith financial authorities easing the real-name financial 
transaction system after 22 years, there are many expecta- 
tions and worries about the finaneial industry at the same time. 

The government's plan for the date and method to implement 
a non-faee-to-faee identifieation system is getting more detailed, 
and finaneial eompanies are weleoming the progress. 

Banks, seeurities eompanies, asset management eompanies, 
savings banks, the National Agrieultural Cooperative Federation, 
the National Federation of Fisheries Cooperatives, the National 
Credit Union Federation of Korea, the Korea Federation of Com- 
munity Credit Cooperatives, member eooperatives, and the Cen- 
tral Post Offiee will all be affeeted by a ehange in the system. 
Insuranee eompanies and eredit eard eompanies will be exeluded 
from the ehange, sinee non-faee-to-faee identifieation is eurrently 
possible. 

The government's move is widely aeknowledged to mark a 
milestone in revitalizing the sluggish finaneial teehnology (fin- 
teeh) market. Sinee the biggest stumbling bloek was removed, 
the ereation of Internet banks is expeeted to gain momentum. The 
Finaneial Serviees Commission (FSC) is seheduled to announee 
measures for the establishment of Internet banks in June. Finan- 
eial eompanies preparing to open Internet banks are keeping a 
elose wateh, and the establishment of related non-faee-to-faee 
identifieation systems is expeeted to swing into high gear. 

Furthermore, the allowanee of non-faee-to-faee identifiea- 
tion is likely to go beyond the appearanee of Internet banks and 
to bring about a revolution in the overall praetiee of finaneial 
transaetions in the eountry. The big ehange is likely to intensify 
both eompetition between finaneial eompanies and eompetition 



between finaneial and non-finaneial eompanies, ultimately ereat- 
ing a ehange in the dynamies of the finaneial industry. 

However, some in the industry worry that the implementation 
of a non-faee-to-faee identifieation system might aggravate the 
problem of identity theft or borrowed-name bank aeeounts. An 
offieial in the finaneial industry noted, “Under the eireumstanees 
that finaneial fraud is getting more sophistieated, it is possible for 
eriminals to misuse the non-faee-to-faee identifieation system as a 
new window for erimes.” The offieial added, “So, it is essential to 
build a stronger seeurity system first, using finger reeognition or 
iris reeognition methods, before the non-faee-to-faee identifiea- 
tion system itself is implemented.” 

A spokesperson for the FSC responded by saying, “We 
foeused on seeuring stable transaetions using verified methods 
several times. We will going through internally and externally- 
verified tests, and will not take any ehanees in finaneial frauds.” 
The spokesperson added, “Borrowed-name bank aeeounts are 
done in a way in whieh someone opens a eheeking aeeount in 
person and transfers the aeeount to a third party with money in 
return. So, the problem in the proeess of distribution is mueh more 
serious. It is diffieult to say that the allowanee of non-faee-to-faee 
identifieation methods will lead to an inerease in the number of 
borrowed-name bank aeeounts.” 

Four kinds of non-faee-to-faee identifieation methods sug- 
gested by the FSC are already being used in foreign eountries 
like Japan, Franee, and Canada. Moreover, it will be possible for 
finaneial eompanies to build additional identifieation systems on 
their own, if two essential methods are exeeuted. (B 

by Cho Jin-young 
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Impenetrable Market 

Samsung Joins Hands with SoftBank to 
Open Up Japanese Market 




SoftBank 



S amsung Electronics's smartphones 
have been struggling in the Japanese 
market, so the company has given the go- 
ahead for its strategy to expand its market 
share in the Japanese market. SoftBank, 
one of the top three mobile carriers in 
Japan, decided to resume sales of Sam- 
sung smartphones after four and a half 
years. 

According to TV Tokyo and IT indus- 
try sources on May 12, Japan’s third larg- 
est mobile operator SoftBank will start 
selling Samsung Electronics’ latest smart- 
phones, the Galaxy S6 and Galaxy S6 
Edge, as early as next week. 

The Galaxy S6 series has been 
released in the Japanese market through 
Japan’s largest and second-largest mobile 
carriers NTT DoCoMo and KDDI from 
April 23. Once SoftBank, which has 37.4 
million subscribers, also begins the sale of 
its smartphones, Samsung Electronics will 
be able to sell the Galaxy S6 to the sub- 
scribers of all the top three mobile opera- 
tors in Japan. 

SoftBank is considered to be “Apple's 
Missionary” in Japan. When the iPhone 
was first released in Japan in 2007, Steve 
Jobs granted the exclusive sales rights to 



late starter SoftBank instead of the two 
top mobile carriers at the time, NTT and 
KDDI. 

Since then, the launch of the iPhone 
expanded to all mobile operators in Japan. 
However, Apple and SoftBank maintain 
a close cooperative relationship to the 
extent that half of the iPhones being sold 
in Japan are still distributed through Soft- 
Bank. 

Considering this fact, it is a very 
meaningful change that SoftBank releases 
the products of Samsung Electronics, the 
biggest competitor of Apple. 

From the end of last year, SoftBank 
has made a change in its sales strategy. 
The company launched Samsung Elec- 
tronics’ Galaxy Tab 4 in December last 
year. In the meantime, SoftBank sold only 
Apple’s iPad for a tablet product. 

An official from the industry said, 
“With its competitors NTT DoCoMo and 
KDDI both selling the iPhone and the 
Galaxy, SoftBank has chosen utility in a 
bid to prevent its customer loss and lower 
its dependence on Apple. The company 
seems to expand Samsung smartphone 
products offered with the sale of the Gal- 
axy S6, following its tablet.” 



Currently, the name “Samsung” 
is hardly seen on mobile device sales 
rankings in Japan. According to market 
research firm IDC Japan, Apple domi- 
nated the Japanese smartphone market 
with a 58.7 percent market share last 
year in terms of shipments, and the figure 
increased by 12.8 percentage points from 
a year earlier. Samsung Electronics ranked 
4th with a 4.7 percent market share by a 
large margin with leading companies, fol- 
lowing Sony with 14.2 percent and Sharp 
with 11.4 percent. 

With the cooperation of SoftBank, 
Samsung Electronics plans to focus on 
customized marketing for localization in 
Japan. Last month, the company placed 
a DoCoMo logo on its Galaxy S6 series, 
which were sold by NTT DoCoMo, 
instead of a Samsung logo. This deci- 
sion reflects the high loyalty of Japanese 
customers to domestic products. For its 
previous Galaxy S5, Samsung placed the 
DoCoMo logo on the front and the Sam- 
sung logo on the back. However, the com- 
pany removed its own corporate logo this 
time in a more drastic measure to appeal 
to local consumers. # 

by Cho Jin-young 
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Penetrating China 

Samsung Electronics Down to 4th in 
Chinese Smartphone Market in Q1 




A ccording to the numbers, Samsung 
Eleetronies dropped down to fourth 
plaee in the Chinese smartphone mar- 
ket share, following loeal manufaeturers 
Xiaomi and Huawei and Apple, in the first 
quarter this year. 

Strategy Analyties (SA), a market 
researeh firm in the U.S., announeed on 
April 30 that Xiaomi sold 14 million units 
and ranked first in the share in the Chi- 
nese smartphone market with 12.8 pereent 
in the first quarter this year. Aeeordingly, 
Xiaomi has maintained the top spot in 
the market for three eonseeutive quar- 
ters. However, its market share deereased 
nearly 3 pereent from 15.7 pereent in the 
previous quarter, showing a slowdown in 
growth. 

Apple, with its great hit of the iPhone 
6 and the iPhone 6 Plus with bigger 
sereens, took seeond plaee. The eompany 
sold 13.5 million units, whieh is slightly 
lower than Xiaomi, and reeorded a 12.3 
pereent market share. It has ranked see- 



ond for two quarters in a row. Industry 
sourees said that Apple sold a maximum 
of 20 million iPhones in Chinese-speak- 
ing eountries, ineluding the mainland of 
China, Hong Kong, and Taiwan. 

SA paid attention to the faet that 
Apple signifieantly narrowed the gap with 
Xiaomi, even though the eompany eame 
in seeond. In faet, Apple had a 2 pereent 
differenee in terms of the market share 
with Xiaomi with 12.8 pereent in the 
fourth quarter last year but it narrowed the 
gap to 0.5 pereent point in one year, being 
hot on the trail of Xiaomi. 

Chinese smartphone manufaeturer 
Huawei ranked third plaee. The eompany 
sold 11.2 million units and it eame in third 
with a 10.2 pereent market share. Sinee 
2012, Huawei was always in the top five 
in the market at home, but this is the first 
time to beeome one of top three for a 
quarter. 

There is no offieial information 
revealed about the sales and share of the 



Chinese market in the first quarter for 
Samsung Eleetronies, whieh has the high- 
est sales figures in the global smartphone 
market. Sinee 2011, the eompany had 
maintained first plaee in the Chinese mar- 
ket until the third quarter last year, when 
Xiaomi ranked first. In the fourth quarter 
of last year, Apple took seeond plaee, put- 
ting Samsung Eleetronies in third. This 
time, the eompany fell to fourth plaee, 
overtaken by Huawei. 

Samsung Eleetronies, with a 12.1 per- 
eent market share in the fourth quarter last 
year, seemed to eome in fourth or fifth 
with an early 10 pereent in terms of mar- 
ket share in the first quarter of this year. 

An offieial from the industry said, “It 
elearly shows that Samsung Eleetronies is 
sandwiehed between Apple and low-end 
smartphone manufaeturers in China in the 
first quarter. We should wateh whether the 
Galaxy S6 will help Samsung to regain its 
wounded pride in the Chinese market.” 0 
by Cho Jin-young 
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Profit Differential 

Why Does Samsung Profit Only 2.4 
Trillion Won While Apple Generates 1 2 
Trillion Won? 




T hanks to the strong sales of the 
iPhone, Apple posted US$18.2 billion 
(about 1 8 trillion won) in operating prof- 
its in the first quarter, reaehing a reeord 
high for a quarter. Out of the 1 8 trillion 
won of total operating profits, 12 trillion 
won (US$11.2 billion) eomes from operat- 
ing profits related to the iPhone. In eom- 
parison, Samsung Eleetronies is expeeted 
to reaeh only 2.4 trillion won (US$2.24 
billion) in operating profits from its own 
smartphone business in the first quarter 
this year. 

Samsung Eleetronies got the lead in 
the sales of smartphones in the first quar- 
ter, but Apple overwhelmed it in terms of 
profit. As the eompetition between Apple 
and Samsung has begun in earnest in this 
seeond quarter with the launeh of the 
Galaxy S6, the profitability of Samsung 
smartphones has beeome the talk of the 
town. 

On April 28, Apple announeed that 
it reeorded US$58 billion (about 62 tril- 
lion won) in sales, a 27.1 pereent inerease 
from a year earlier, in the first quarter this 
year. Its net profit inereased 33 pereent to 
US$13.5 billion (about 14 trillion won) 
eompared to the same period last year, 
while its operating profits grew 35 pereent 
to US$18.2 billion (about 18 trillion won). 
It renewed the highest reeord for a quarter 
in the fourth quarter last year. 

The iPhone 6 led sueh good results. 
The iPhone was sold 61.7 million times in 
the first quarter, a 40 pereent growth from 
a year ago. In partieular, the sales of the 
iPhone in the Chinese market inereased 
as mueh as 72 pereent eompared to a year 
before, and the sales of the iPhone in Chi- 



nese-speaking eountries surpassed its sales 
in the U.S. market for the first time. 

Due to Apple’s earning surprise, Sam- 
sung Eleetronies is being pressured. The 
stoek market expeets that the operating 
profit of Samsung Eleetronies’ IM divi- 
sion, ineluding smartphone, in the first 
quarter will amount to 2.4 trillion won 
(US$2.24 billion). The sales of its smart- 
phones in the first quarter is estimated at 
82 million units, a 9 pereent growth from 
the previous quarter. In terms of sales 
alone, Samsung sold 20 million units 
more than Apple. However, the profits is 
only a fifth of Apple’s. 

Industry sourees say that Apple has 
eompletely overwhelmed Samsung Elee- 
tronies in the strategy of high-end smart- 
phones. Some say that it is partly due to 
the faet that Samsung Eleetronies has 
foeused on selling low-end produets, 
ineluding the Galaxy A, in emerging mar- 
kets. 

It is also said that another faetor is 
Samsung Eleetronies’ sales strueture, in 
whieh the produetion eost is high while 
the selling priee is relatively low. Aeeord- 
ing to foreign media reports, ineluding by 
Re/eode, the produetion eost of the iPhone 
is estimated at US$240 (257,184 won), 
while the eost of the Galaxy S6 Edge is 
US$290 (310,764 won), whieh is US$50 



(53,580 won) more expensive than Apple. 
However, the sale priee of the Galaxy S6 
is 60,000 won to 70,000 won (US$56 to 
65) eheaper than the iPhone 6. Aeeord- 
ingly, Apple’s total margin rate of smart- 
phones in the first quarter reaehed 40.8 
pereent, a 1.5 pereent point inerease from 
a year ago. The market presumes that 
Samsung Eleetronies’ smartphone margin 
rate will be only 10 to 20 pereent. Also, 
Apple has set a 3 1 pereent business profit 
rate, while Samsung Eleetronies is reeord- 
ing early 10 pereent. 

Moreover, Samsung Eleetronies is 
direetly involves in manufaeturing its 
smartphones from the investment in the 
smartphone produetion faeilities to the 
supply of parts. However, Taiwanese 
OEM Foxeonn produees the iPhone. This 
is why the produetion eost of the iPhone 
is mueh lower than the eost of Samsung 
Eleetronies and the Korean IT giant ean- 
not outdo Apple in profits from the start. 

Samsung Eleetronies is eonfident to 
signifieantly improve its performanee in 
the seeond quarter with the Galaxy S6. 
However, it is too early to say that the 
Galaxy S6 will be a big hit, and some 
industry sourees even say that it will be a 
“medium hit” due to the lower sales than 
expeeted. (B 
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Dark Horse 

Preference for G4 over Apple, Samsung 




L G Electronics is taking its strategic 
smartphone G4 to the U.S. mar- 
ket, the largest smartphone market in the 
world. The G4, the fourth model of the 
G-series for LG Electronics, was released 
in Korea at the same time that it was 
unveiled to the global market, April 29. 

According to sources in the industry 
on May 13, telecommunication companies 
such as Verizon and Sprint are planning 
to release the G4 as early as this month 
through a stipulation with LG Electron- 
ics, as the U.S. FCC completed the G4's 
certifications. 

LG Electronics has been third in 
global sales revenues for the past several 
years. The key to the protection of this 
third position as well as taking “meaning- 
ful third place,” or narrowing the gap with 
the second placed Samsung Electronics, 
is the success of the G4 in the U.S. mar- 
ket, as earlier mentioned by President Cho 



Jun-ho of the MC Business Division of 
LG Electronics. President Cho has man- 
aged the production of the G4. 

According to U.S. market survey firm 
Strategy Analytics (SA), LG Electronics 
has taken 12 percent of the market share 
last year, taking third place in smartphone 
sales volume. What stands out from the 
figure is that the U.S. market share of LG 
Electronics increased by 4.8 percentage 
points, while that of Apple (36.6%) and 
Samsung (26.9%) dropped by 1.4 percent- 
age points and 1 percentage point, respec- 
tively. 

The driving engine to show the steady 
competitiveness of LG smartphones in 
the North American region is the experi- 
ence of success enjoyed with the Choco- 
late Phone in 2005. President Cho was the 
man that created the so-called “Chocolate 
Phone Legend.” He was the vice president 
of the mobile phone business in the North 



American division, and he saw great suc- 
cess with the Chocolate Phone in 2005, 
followed by another success with the 
Shine Phone in 2007, placing LG Elec- 
tronics in second place in sales market 
share over Samsung Electronics. 

With the G4 pending its release in the 
U.S., both local media and consumers are 
showing great anticipation. U.S. -based IT 
media site GSM Arena said that according 
to a recent survey of premium smartphone 
preferences that the G4 beat its competing 
models, ranking first place in the premium 
smartphone market. According to the sur- 
vey, the G4 beat the iPhone 6 by a wide 
margin, 5,827 votes vs. 1,494 votes in the 
competition for preference. It also won a 
narrow victory over the Samsung Galaxy 
S6, which received only 3,485 votes vs. 
the G4's 3,560, in another poll. 0 

byJungSuk-yee 



ICT> SMART WATCH 



Market Domination 

LG Display Controls 90% of Global Smart 
Watch Panel Market 




W ith the introduction of the Apple 
Watch, the global smart watch 
panel market has entered a boom period, 
which allows LG Display to be the dom- 
inant player in the market with an over- 
whelming market share. 

According to market research firm 
DisplaySearch on May 11, LG Display 
turned over US$186 million in the global 
smart watch panel market during the first 
quarter of this year. 

The size of the market was estimated 
at US$240 million in the period, and LG 
Display accounted for 90.9 percent of the 
market. Virtually, there is no rival com- 
pany, considering that Samsung Display, 
which was in the runner-up position with 
a 3.1 percent share, posted US$63 million, 
followed by Japan Display at US$48 bil- 
lion (2.4 percent) and Futaba US$37 bil- 
lion (1.8 percent). 

In terms of shipments, the top-ranked 
company comprised 66.8 percent of the 
total with 8 million units. Compared to 
1.1 million units in Q4 2014, the number 
in Q1 2015 is a seven- fold increase from 
the previous quarter. The figure is much 
bigger than 1 .48 million units recorded by 
Japan Display in the runner-up spot (12.4 
percent), 1.12 million units by Futaba 
in third place (9.4 percent), and 900,000 
units by Sharp in the fourth spot (7.5 per- 
cent). 

Smart watches are required to be 
thin and have low battery consumption, 
since they are worn on the wrist. Unlike 
smartphones where LCD panels are used, 
plastic-based OLED panels are widely uti- 
lized in smart watches, as various kinds of 
designs are needed. 

According to market research firm 
IHS, the flexible OLED panel market is 
expected to show nine-fold year-on-year 
growth this year. In particular, LG Display 
has technology unparalleled in the smart 
watch panel area, as shown by its success 



in developing circular OLED panels for 
the first time. The Korean firm is exclu- 
sively supplying plastic OLED panels to 
the Apple Watch, which was released in 
April. Those panels made by LG Display 
are also reportedly used in the LG Watch 
Urbane, which was introduced to the mar- 
ket in March. 

Currently, LG Display and Samsung 
Display are the two companies in the 
world capable of producing plastic OLED 
screens for smart watches. Thus, Samsung 
Display seems to be the only one with the 
potential to curb LG Display's dominance. 
The second-largest smart watch panel 
maker, equipped with a system to mass- 
produce plastic OLED panels, will also 
reportedly supply the panels to the follow- 
ing model of the Apple Watch, along with 
LG Display. 

Samsung and LG are currently trying 
to seek out the optimal timing of addition- 
al investment and production increases, as 
Apple is planning to procure the panels for 
its Apple Watches from various sources 
instead of LG Display, which has been the 
sole supplier. 

Market research firm Strategy Ana- 
lytics recently predicted that a total of 
28.1 million smart watches would be sold 
around the world this year to show a 510 



percent from a year earlier, and the Apple 
Watches would take up 54.8 percent of the 
sell-through. 

Both LG and Samsung have yet to 
deal with the high manufacturing costs. 
According to IHS, the production cost for 
the 1.5 in flexible OLED panel used in the 
Apple Watch is estimated at US$27.41. 
Meanwhile, a 4.5 in full-HD LCD panel 
has a selling price of US$25 as of now. 

Another challenge is the low yield 
resulting from the complex manufacturing 
processes. “Flexible OLED panels entail 
a number of difficult processes, including 
the use of a thin film instead of glass as a 
sealing material, and this has affected the 
yield,” Samsung Display explained. (B 

by Cho Jin-young 
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The flexible OLED market size is increasing. 
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T he Ministry of Science, ICT and 
Future Planning (MSIP) announced 
the results of the competition for the con- 
vergence test-bed project of the Internet of 
Things (loT) as a follow-up of the K-ICT 
policy. 

The MSIP announced on May 10 that 
the Electronics and Telecommunications 
Research Institute consortium, the Nation- 
al Security Research Institute consortium, 
the academic-industrial cooperation group 
consortium of the Catholic University of 
Korea, and the Korea Automotive Tech- 
nology Institute consortium were all 
selected as preferred bidders for the com- 
petition. A total of 8 consortia competed 
last month in the four fields of electronics, 
energy, health and medical services, and 
autos. 



After cooperating and coordinating 
different opinions as to details, the select- 
ed consortia are planning to start their 
test-bed project in mid-May, which will 
last until 2018. The National Information 
Society Agency will supervise the whole 
process. 

The MSIP is planning to make this 
year the first year of the revitalization 
of the loT and to bring about a boom in 
the loT by proceeding with convergence 
test-bed projects of promising services, in 
addition to the creation of the loT test-bed 
research complex. 

By area, the open-source home loT 
test-bed project is to develop common 
elements for a platform, or Application 
Programming Interface (API), aimed at 
securing compatibility between various 



kinds of electronic goods like TVs or 
refrigerators. The common elements for 
the platform are going to be open to all 
companies, and hindrance factors in the 
home loT field stemming from a lack of 
compatibility are expected to be removed 
as a result. 

The aftercare testbed project for 
severely ill patients will help people suf- 
fering from cancer or heart disease reha- 
bilitate themselves at home and manage 
their own health, after being discharged 
from the hospital. Services that provide 
information analyzing big data for cus- 
tomized medical treatments are going to 
be developed and offered to medical staff. 
Their effectiveness will be verified by 
undergoing clinical trials targeting 1,000 
patents. 0 by Cho Jin-young 



Open Source 

ETRI, Samsung Forge Partnership for loT 



Standards 

T he Electronics and Telecommuni- 
cations Research Institute (ETRI) 
signed a Memorandum of Understand- 
ing (MOU) with Samsung Electronics to 
cooperate in the Internet of Things (loT) 
field at Samsung's Seocho office on May 
8 . 

The issue of developing independent 
loT service standards by IT device mak- 
ers has become a hot potato in the indus- 
try. Global IT enterprises like Google and 
Qualcomm have already forged alliances 
for the loT, and started to develop open- 
source based standards. 

In line with this trend, ETRI 
announced on May 1 1 that it exchanged 



letters of intent with Samsung on May 8 
that outline their plans to build a coopera- 
tive system for loT-related open-source 
activities for standardization. 

This partnership was led by ETRI's 
Future Research Creative Laboratory and 
Samsung's software center. They will 
cooperate for loT-related open source and 
standardization, and the expansion of loT- 
related technology and platforms at home 
and abroad. 

ETRI is also going to host the Open 
Interconnect Consortium (OIC) Seoul 
Conference with Samsung in the Diamond 
Hall 3 room at the Renaissance Seoul 
Hotel on May 13. 



tioTj 




Samsung Vice President Lee Hyo-gun (left) and ETRI's head of the 
research center Jung Sung-young (right) shake hands after an MOU 
signing ceremony at Samsung's Seocho office on May 8. 



The OIC, which Samsung formed 
with Intel, Broadcom, Dell, and Atmel in 
July 2014, is a consortium aimed at devel- 
oping open-source-based compatible stan- 
dards to connect loT devices. 0 

by Cho Jin-young 
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Beyond Smartphones 

Wireless Charging Tech to be Used in 
Cars, Medical Devices 




A research team led by Dr. Park Young-jin at the Korea Electrotechnology Research Institute examines the performance of a wireless charging 
prototype. 



T he Korea Institute of Seienee and 
Teehnology Information (KISTI) pub- 
lished a market report on May 20, whieh 
read that the introduetion of wireless 
eharging teehnology will be expanded, 
mainly with mobile deviees and eleetrie 
vehieles. Among various kinds of next- 
generation eharging methods, a wireless 
eharging teehnique is in an advantageous 
position thanks to its effieieney, eonve- 
nienee, and far-reaehing influenee. There- 
fore, it is likely to lead the related markets. 

Ryu Young-bok, a researeher at 
KISTI, explained, “Going beyond smart- 
phones, wearable deviees like smart 
watehes and smart glasses are more 
diversified. With the era of the Internet of 
Things beginning in earnest, the neees- 
sity of wireless eharging is stressed.” The 
researeher added, “With the formation of 
the wireless eharging infrastmeture mar- 
ket in the form of eonvergenee produets 
like ears, household applianees, and medi- 
eal deviees, people's everyday lives will 
ehange rapidly.” 

Major market researeh firms are say- 
ing that the global wireless eharging mar- 
ket will grow an average of 60 pereent a 
year starting from 2015. As an illustration. 



IHS Teehnology prediets that the market 
estimated at US$216 million in 2013 will 
grow 40 times to reaeh US$8.5 billion 
(9.25 trillion won) in 2018. Marketsand- 
Markets also antieipates that the global 
wireless power transmission market will 
grow an average of 60.5 pereent per year 
from 2014 to 2020, reaehing US$17 bil- 
lion (18.5 trillion won) in 2020. The loeal 
market is expeeted to be worth US$350 
million (380 billion won) this year. 

The two prominent wireless eharging 
teehniques are magnetie induetive eharg- 
ing and magnetie resonanee methods. 
Eaeh has pros and eons. Magnetie indue- 
tive eharging makes it possible to reeeive 
more than 90 pereent of transmitted 
power, but power ean be transmitted to the 
distanee of around 1 em. Magnetie reso- 
nanee, on the other hand, allows people 
to transmit power 2 to 3 m away from the 
loeation, but its effieieney stays at the 60 
pereent level. 

Researeher Ryu remarked, “So far, the 
magnetie induetive eharging method has 
led the market, stemming from its superi- 
ority in eharging effieieney, stability, and 
standardization. However, due to eharg- 
ing distanee, there is a eertain limit to its 



applieations. So, I think that the market 
will be reorganized in a way that the mag- 
netie resonanee method will prevail in the 
end.” He added, “It means that teehnologi- 
eal advanees will be made from eontaet to 
non-eontaet types.” 

The nation's wireless eharging teeh- 
nology is widely aeknowledged to be at 
the world-elass level. This aehievement 
is due to an organie researeh and devel- 
opment system from pre-emptive invest- 
ment to eooperation between the indus- 
try and researehers by leading eompanies 
like Samsung Eleetro-Meehanies and 
LG Innotek. However, experts are point- 
ing out that to lead the global market, it 
is neeessary to first resolve problems like 
eharging effieieney, priee eompetitiveness, 
and harmful effeets on the human body. 

Ryu said, “Owing to intense global 
eompetition between eompanies and eoun- 
tries, it is very important for our eountry 
to take the initiative in teehnieal stan- 
dards,” adding, “If our own original teeh- 
nologies eapable of ereating high added 
value are ereated, I think that our eountry 
will solidify our position as a powerful 
nation in wireless eharging teehnology.” 
by Cho Jin-young 
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T he Korean government and large and 
mid-sized eompanies have forged a 
partnership to ereate an eeosystem for the 
Internet of Things (loT). 

First, they are going to seeure a eoop- 
erative base by ereating a eenter for the 
loT in the first half of this year and to 
begin various kinds of projeets, ineluding 
building infrastrueture for development 
support, sharing produetion faeilities, and 
training a workforee. 

The Ministry of Trade, Industry and 
Energy (MOTIE) held an MOU signing 
eeremony for “Win-win Cooperation in 
the loT” aimed at eultivating next-gen- 
eration growth engines of the eleetronies 
industry at the Renaissanee Seoul Hotel 
on May 18. 

A total of 100 private enterprises par- 
tieipated in the event, and major attendees 
ineluded Samsung Eleetronies President 
Park Sang -jin, LG Eleetronies President 
Choi Sang-kyu, Dongbu Daewoo Elee- 
tronies President Lee Jae-kook, and 
Coway President Kim Dong-hyun. 

Moon Seung-woo, direetor general for 
the system industry at the MOTIE, said, 
“Apple and Google are working to enter 
the household applianee industry through 
strategie partnerships with household 
applianee makers in China and Europe.” 



He added, “Loeal eompanies like Sam- 
sung and LG are aetively trying to do so, 
but there is a eertain limit to leading the 
global eeosystem.” 

Signatories are planning to ereate an 
eeosystem of the loT. First, they will build 
a eooperate eenter for the eleetronies and 
loT industries in the Digital Innovation 
Center in Seoul during the first half of this 
year to establish a base for loT eoopera- 
tion. 

The eenter will provide support 
for related infrastrueture and teehnol- 
ogy, manpower training, and exports, so 
that small and medium- sized enterprises 
(SMEs) ean develop produets based on 
Samsung's loT hardware platform Artik, 
software platforms for Tizen and Smart 
Things, and LG's Web OS and the Home 
Chat serviee. 

In addition, they will hold the (tenta- 
tively named) loT Expansion Forum to 
faeilitate teehnology sharing and business 
diseussions. 

To help SMEs develop and produee 
new items, large enterprises. Creative 
Eeonomy Innovation Centers, Manufae- 
turing Innovation Centers for 3D Printing, 
and a Mutual Growth Valley are all plan- 
ning to form a network within this year for 
sharing inspeetion equipment. 



From next year, areas will be expand- 
ed to the rental and reloeation of produe- 
tion faeilities. To eultivate promising loT 
eompanies, a 30 billion won (US$27.5 
million) fund for the manufaeturing and 
loT investment will be raised this year, 
and the amount will inerease to 100 billion 
won (US$91.8 million) by 2017. 

Furthermore, numerous edueational 
programs like eonferenees for eleetron- 
ies and loT developers, support for open- 
souree hardware platform-based produet 
development, and pilot projeets for smart 
eonvergenee produet development will 
start this year. 

Some partieipants gave their adviee 
for the expansion of the loT eeosystem. 

Samsung Eleetronies President Park 
Sang-jin remarked, “It is neeessary to ere- 
ate loT standards at the national or global 
level, but there is still no alternative.” 

Coway President Kim Dong-hyun 
said, “Our eompany had a hard time in 
finding a eensor speeialized in the envi- 
ronment when working to develop an 
loT air purifieation system.” He added, 
“If partnerships in the industry through 
this agreement lead to the development of 
eompetitive sensors, the loT market will 
grow a lot.” (B 

byJungSuk-yee 
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Hyperconnectivity 

No Safeguards for "Smart" Home 
Appliances 
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clean rooms before you 
return home? 



M ore than 750,000 spam emails were 
sent out in bursts in Jan. 2014. Sur- 
prisingly, it was not eomputers that blasted 
these unwanted messages, but televisions 
and refrigerators. Proofpoint, an Ameri- 
ean seeurity firm, has uneovered a eyber 
attaek that involves haeking wired home 
applianees and sending out malieious 
emails with them, whieh they outlined 
during a teehnology demonstration. “Just 
like personal eomputers and smartphones, 
home applianees have operating systems 
and CPUs, but unlike the former, there 
are virtually no seeurity deviees in the lat- 
ter,” the Proofpoint researeher said. “We 
exploited their weak seeurity by haeking 
them and sent spam,” he explained. 

Home applianees are not the only 
things wired now. Ineluding ears, elothes, 
and houses, almost everything in everyday 
life is “wired.” From the entranee to every 
part of a faetory, everywhere is wired, and 
remote eontrol faetory settings are being 
introdueed these days. The earth is now 



beeoming hypereonneeted, everything 
beeoming wired together in our living 
world. 

Aeeording to the Korea Institute for 
Industrial Eeonomies and Trade, the esti- 
mated value of possible loT seeurity dam- 
age is 13.4 trillion won (US$12.2 billion). 
As the fundamental systems and faeilities 
serving this eountry beeome inereasingly 
wired, the threat of eyber attaeks grow. 
For example, even if the Internet is inae- 
tive for 1 pereent of the time, the globe 
faees the astronomieal number of US$13 
trillion worth of losses. This threat is very 
real. Cyber attaeks on eountry infrastme- 
ture aiming to deliberately destroy the sys- 
tem are now on the inerease. 

“More and more people use wired 
deviees sueh as smart televisions and 
refrigerators, but most of the produets 
have seeurity issues. Smartphones, enjoy- 
ing up to an 80 pereent penetration rate, 
are not exeeptions,” one KIET researeher 
explained. “There were distributed denial- 



of-serviee attaeks on Korean government 
sites on the 7th of July baek in 2009. Now 
we faee the same threat this time from our 
smartphones, televisions, even refrigera- 
tors,” he warned. 

The government, understanding 
this signifieant implieation of loT seeu- 
rity issues, strives to make and praetiee 
sound seeurity polieies. “Most loT prod- 
uets have virtually no seeurity safeguards 
or very few. Aeeordingly, these prod- 
uets eould be very vulnerable to seeurity 
issues ineluding haeking.” Park Sung-jin, 
direetor of the Information Proteet and 
Support division of the Ministry of Sei- 
enee, ITC and Future Planning, said, “We 
will support and lead the developers of 
these loT produets and serviees so that 
they ean ereate relevant seeurity teehnol- 
ogies early at the stage of produetion. We 
will also eonsider eonstituting a seeurity 
task foree eommittee to eounter attaek 
any eyber attaek.” (B 

by Cho Jin-young 
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Breaking Away 

Growing Independence from Kakao 
Mobile Games Platform 




A s Daum Kakao failed to properly 
show synergy results after the merger 
last year and has faeed eontroversy over 
this erisis, the eompany has deeided to 
restrueture its business. 

On May 7, Daum Kakao announeed 
that it will end the messenger serviee My 
People and the mobile shopping serviee 
Kakao Piek at the end of next month. 

My People is the messenger serviee 
launehed by former Daum Communiea- 
tions before Daum Kakao was established. 
Kakao Piek is a mobile shopping serviee 
launehed by Daum Kakao in Sept, last 
year. The eompany provided produets 
direetly seleeted by Daum Kakao mer- 
ehandisers at bargain priees. Kakao Piek 
attraeted attention, as Daum Kakao ambi- 
tiously released the serviee 15 days before 
the merger on Oet. 1 last year. How- 
ever, the eompany will stop the serviee 
8 months after launeh due to eonsumer 
indifferenee. 

The faet that Naver reeently imple- 
mented an aggressive game marketing 
strategy and shook the game business, the 
major souree of ineome of the eompany, 
fanned the flames of Daum Kakao ’s erisis 
theory. Also, the eompany seems to have 
opted for business restrueturing after it 
failed to seek out a new souree of ineome 



besides Kakao Talk. 

Even though the eompany is spending 
mueh money on marketing Kakao Taxi 
and Kakao Pay, the majority opinion is 
that it is hard to expeet profits from these 
serviees for a while. In the stoek market, 
Daum Kakao is having a tough time, fail- 
ing to maintain the top spot in the KOS- 
DAQ. 

Aetually, an inereasing number of 
major game developers in the eountry are 
joining the trend of breaking away from 
Kakao Games to direetly launeh their 
mobile games. 

Aeeording to industry sourees on May 
13, large gaming eompanies like NHN 
Entertainment, YD Online, HanbitSoft, 
and PATI Games are not ehoosing Kaka- 
oTalk's gaming platform for their new 
games. Instead, they are direetly market- 
ing their games. 

PATI Games released aetion-RPG 
Dragon Quest Heroes on Google Play on 
that day without using Kakao Games. It is 
the seeond time for the eompany to launeh 
its new game in that way, following the 
introduetion of SD Gundam Battle Station 
on April 2014. 

NHN Entertainment and YD Online, 
developing different games using the 
God of High Sehool on Naver Webtoon, 



are expeeted to jump on the “de-Kakao” 
bandwagon, as well. 

HanbitSoft is intensifying its efforts 
to develop this year's first new mobile 
aetion-RPG game, and the firm is also 
planning to release the game independent- 
ly in June without ehoosing KakaoTalk's 
gaming platform. In the past, Netmarble's 
Raven was sueeessful, helped by its mar- 
keting partnership with Naver. Likewise, 
HanbitSoft is eurrently eonsidering wheth- 
er to utilize Naver for marketing its new 
game. 

An industry souree said, "For gam- 
ing eompanies, it is more benefieial to 
save eosts by direetly launehing their 
games in App markets, instead of ehoos- 
ing Kakao Games. It is due to the faet 
that Kakao takes away 21 pereent of sales 
from games on its gaming platform." The 
souree added, "So, the phenomenon of 
leaving Kakao Games will be more eom- 
mon in the future." 

Meanwhile, 226 loeal games were 
released via KakaoTalk's gaming platform 
last year. An estimated 50 games were 
launehed on Kakao Games in the first 
quarter of this year, and the number was a 
sudden sharp deerease from a year ago (87 
games). (B 

by Cho Jin-young 
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15 Trillion Won Investment 

Samsung Makes Largest Single 
Investment Ever into Pyeongtaek 




Park Geun-hye (center), president of South Korea, Lee Jae-yong (2nd from left), vice chairman of Samsung Electronics, and other major figures 
press blasting buttons at the groundbreaking ceremony of Samsung's new Pyeongtaek factory. 



Factory 

S amsung Electronics used the official 
slogan “The Future Starts Here” for 
the groundbreaking ceremony of its new 
Pyeongtaek semiconductor complex on 
May 7. It showed the high expectations 
of a new chip production line by citing its 
semiconductor business investment, which 
is the foundation of Samsung Electron- 
ics’ competitiveness, as an allusion to the 
future of the company. 

In fact, Samsung Electronics decid- 
ed to make the first investment of 15.6 
trillion won (US$14.28 billion) in the 
Pyeongtaek complex. It is the unprec- 
edented as the largest investment ever in 
a single semiconductor production line in 
the world. 

As Samsung Electronics, which main- 
tains the indisputable top position in the 
memory semiconductor sector, has decid- 
ed to make the large-scale investment 
three years after the extension of 17 lines 
in Hwaseong in 2012, the technological 
gap between competitors is expected to 
widen further. 

Recently, BOE, the largest LCD 
maker in China, declared a push into the 
memory semiconductor market and pre- 
sented blueprints to catch up with Sam- 
sung by 2020. However, this preemptive 
investment has raised the entry threshold, 
said semiconductor industry sources. 

With Samsung recently succeeding in 
developing 14-nanometer FinFET process 
technology and the triple-level-cell (TEC) 
3D V-NAND flash memory in succession, 
the company is overwhelming its com- 
petitors in semiconductor fine processing. 
It refers to a new technology to improve 
work process efficiency with less elec- 
tricity by narrowing the circuit width of 
memory semiconductor substrates or pil- 
ing one above another so that the compa- 
ny can gain comparative advantages from 



its competitors’ products. 

Even though Samsung was noted as 
lagging behind in technology levels in the 
system semiconductor sector, the compa- 
ny is also continuing its advance. As Sam- 
sung used its own application processor 
(AP) Exynos in its flagship Galaxy S6 and 
Galaxy S6 Edge smartphones, the com- 
pany attained its long-cherished desire to 
get away from Qualcomm. In addition, it 
recently signed a contract with its biggest 
smartphone competitor, Apple, to supply 
its AP to the next model of the iPhone. So, 
the analysis came out that Samsung and 
Apple have entered the stage of “competi- 
tive cooperation,” getting out of long-run- 
ning conflicting relations. 

With the improvement in competitive- 
ness, the DS sector seems to have a stron- 
ger position in the company. As Samsung 
Electronics saw operating profits of 3.39 
trillion won (US$3.1 billion) in the DS 
sector in the first quarter, its performance 
was largely improved by the sector, along 
with the IT & Mobile Communications 
(IM) sector. 

Also, there is keen interest on what 
products Samsung will be producing in 
the Pyeongtaek factory. Since it is the 
largest and the most advanced complex in 
the world, the global market can be even 
reorganized according to the products 
being produced in the line. 



Samsung officially said, “Nothing 
is fixed yet.” However, industry sources 
believe that it is highly likely to produce 
memory chip products, with which Sam- 
sung stands unchallenged. 

The production plan of the Pyeong- 
taek complex will be decided at the end of 
next year or the year after that. Memory 
semiconductor products such as DRAM 
and NAND flash are most likely to be 
produced. Lee Min-hee, an analyst at 
IM Investment and Securities, said, “For 
Samsung Electronics, non-memory prod- 
ucts or system semiconductors, including 
foundry and mobile applications, still has 
enough equipment scale and high uncer- 
tainties. So, the company is unlikely to 
expand the line of such products. 

It is hard to conclude the list of pro- 
duction considering the fact that Samsung 
Electronics has so far flexibly controlled 
semiconductor production according to 
the change of management conditions. 
An official from the industry said, “The 
17 lines of Hwaseong were originally for 
the production of system semiconductors 
only. However, the lines have changed the 
first stage for DRAM and the second stage 
for non-memory, as the demand of DRAM 
is significantly growing. So, the Pyeong- 
taek line can also change, even after the 
production plan is decided.” 

by Cho Jin-young 
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100 km/liter 

Renault Samsung's Concept Car Eolab 
Boasts Highest Fuel Efficiency 




R enault Samsung's concept car Eolab 
was the most interesting to con- 
sumers at Seoul Motor Show 2015 last 
month. 

It was also the model that Google 
co-founder Sergey Brin showed special 
interest in while remotely watching the 
Seoul Motor Show using a mobile com- 
munication device. 

Eolab is the result of high efficiency 
technological integration. Its ability to 
travel up to 100 kilometers on one liter 
of fuel was already verified in Europe. 
Also, it emits only 22 grams of carbon 
dioxide per kilometer. 

Even in comparison with other 
prominent environmentally-friendly 
vehicles, the model shows five times 
better performance in terms of fuel effi- 
ciency and carbon emission reduction. 



According to Renault Samsung on 
May 10, the company will sequential- 
ly introduce the technology used in the 
Eolab into the mass-produced cars of 
Renault and Renault Samsung. 

Renault Samsung's engineers, who 
took part in the Eolab project, have 
already started using the innovative tech- 
nologies in the models of domestically 
mass-produced vehicles. 

In fact, magnesium sheets were used 
in the SM7 Nova. It was manufactured 
with the same material and in the same 
way to create the 4-kg roof that was used 
in the Eolab. Renault Samsung said that 
the realization of the Eolab first started 
in Korea. 

The Eolab contains approximately 
100 innovative technologies in the body, 
like composite lightweight steel, and an 



aluminum and magnesium roof. Thanks 
to that, the company reduced the total 
weight of the car by 400 kilograms. 

Renault Samsung's high-perfor- 
mance plugged-in hybrid electric vehi- 
cle Eolab can travel up to 60 kilometers 
at speeds of up to 120 km/h on electric 
power alone. While doing that, it does 
not emit any exhaust emissions. The 
model uses only an electric motor when 
commuting on weekdays and the internal 
combustion engine when going on long 
trips on the weekeend. 

The Eolab also has a real-time infor- 
mation system to show driving infor- 
mation to a driver at a glance, such as 
acceleration, brakes, road gradients, tire 
rolling resistance, and the aerodynamics 
of the car. 0 

by Jung Min-hee 
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Domestic Automakers 



Renault Samsung Shows Global Sales 
Growth; Kia, Ssangyong See Growth at 
Home 



D omestic automakers that showed 
poor performance in the first quarter 
are now doing better. 

According to the May 1 performance 
data of the five domestic automobile man- 
ufacturers - Hyundai Motor, Kia Motors, 
GM Korea, Renault Samsung Motors, 
and Ssangyong Motor - Renault Samsung 
Motors recorded the best sales results in 
April, the first month of the second quar- 
ter, compared with the increased range in 
April last year. While Renault Samsung 
Motors, Kia Motors, and Ssangyong 
Motor saw growth in the domestic market, 
Hyundai Motor is covering up its stagnant 
sales at home with sales overseas. Even 
though GM Korea did not do well in both 
exports and the domestic market, the com- 
pany is planning to improve its perfor- 
mance with aggressive promotions. 

Kia Motors, Renault Samsung Motors, 
and Ssangyong Motor showed good per- 
formance in the domestic market com- 
pared with the result of the previous year. 

Among them, Renault Samsung 
Motors showed sales growth both at home 
and overseas. The company sold a total of 
23,393 vehicles, an 86.5 percent increase 
from a year earlier. It exported 16,375 
units, the highest figure since the estab- 
lishment. In the domestic market, Renault 
Samsung Motors sold 7,018 units, 14.1 
percent more from the previous year. This 
is largely due to the sudden increase in 
the QM3 supply. The sales of the QM3 
almost tripled, to a total of 2,628 units, a 
179.9 percent increase from the previous 
month. In the overseas markets, the export 
version of the Nissan Rogue was popular. 




KOREA kia motors 



The company sold 12,440 units a month in 
eight months after it started production of 
the Nissan Rogue. 

Kia Motors sold a total of 272,310 
units. Its sales decreased only 1.4 percent 
from the same period in the previous year, 
even under the worst of the conditions in 
the overseas market. The company saw 
sales decline by 3.4 percent in the over- 
seas market due to the economic reces- 
sion in emerging countries, including Rus- 
sia. However, it saw rapid sales growth at 
home based on the improved brand value 
and the sales increase of its popular RV 
models. Domestic sales grew 10.4 percent 
from a year earlier. 

Ssangyong Motor saw a posi- 
tive effect from the Tivoli. Its sales in 
April reached 12,531 units. The figure 
decreased 8.1 percent compared with 
the same period last year. However, its 
domestic sales increased 353 percent due 
to its popular Tivoli model. 

Hyundai Motor and GM Korea seem 
to be waking up from their stagnation. 

H 3 umdai Motor sold a total of 436,859 
units, recording an 0.8 percent decrease 



from a year ago. Its sales in the domes- 
tic market declined 4.3 percent to 63,050 
units from a year earlier. However, its 
sales in the overseas market decreased 
only 0.1 percent to 373,809 units, virtually 
normalizing sales. At home, the company 
eased poor performance by releasing the 
new Tucson. A total of 9,255 units were 
sold, 2.7 times higher than that of the pre- 
vious year, including the previous model. 

During the same period, GM Korea 
sold a total of 52,746 units - 12,687 units 
at home and 40,059 units overseas. Total 
sales decreased 12.1 percent compared 
with the previous year. However, the sales 
of its main models, including the Cruze, 
Trax, and Orlando showed an upward 
trend compared with the same month the 
previous year. The Cruze sold 1,689 units 
in April, a 4.2 percent growth from the 
same month the previous year. The new 
Cruze, which was released in January, 
continued to gain popularity after its front 
and rear designs were upgraded. Also, it 
has shown a sales upturn for three months 
in a row. (B 
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Largest Market Competition 

Hyundai-Kia Motors Wins 
in Chinese Auto Market 



Back #2 Spots 




HYUriDni KIA MOTORS 



H yundai Motor and its affiliate Kia 
Motors became the second-largest 
car sellers in the Chinese market last 
month, overtaking General Motors (GM) 
of the U.S. It has been 90 months since the 
group fell to third place. 

According to data from the “Auto 
Dealer’s Joint Meeting” in China on May 
24, Hyundai and Kia Motors sold a com- 
bined 146,294 units in the Chinese market 
in April, up 2.5 percent from a year earlier. 
Hyundai Motor sold 90,288 units, an 0.8 
percent decrease year-on-year, while Kia 
Motors sold 56,006 units, an 8.4 percent 
increase. 

Accordingly, Hyundai-Kia Motors 
took second place, following Volkswagen 
and outselling GM, which posted sales 
of 138,795 units. Their combined market 
share reached 10 percent. 

In July last year, Hyundai and Kia 
Motors sold 125,191 units and became the 
second-largest vendors by overtaking GM, 
which sold 123,830 units. However, they 
were outstripped by GM the next month. 

Hyundai-Kia Motors’ improvement 
in sales performance is largely due to the 
popularity of their strategic new models 
that were recently rolled out. With their 
overseas compact SUV models, the ix25 
and the KX3, the group targeted the rapid- 
ly-growing Chinese SUV market. 

GM, which yielded the second posi- 
tion to Hyundai-Kia Motors, has counter- 
attacked by extensively cutting its prices. 
GM announced that it would reduce the 
prices of its 40 major models by at least 
10,000 yuan (US$1,614 or 1.76 million 
won) to 53,900 yuan (US$8,698 or 9.5 
million won) in China. 



A total of 1.457941 million vehicles 
were sold in China last month, up 6.9 per- 
cent from 1.363223 units a year earlier, 
according to the data. 

Meanwhile, Hyundai Motor and Kia 
Motors have retaken the lead in terms of 
sales in the sub-compact car market in the 
U.S. for the first time in four months. 

According to a report provided by 
U.S. car research company AutoData on 
May 1 1 , Hyundai and Kia Motors sold a 
total of 11,010 sub-compact cars in the 
U.S. market in April - 8,208 units of the 
Hyundai Accent and 2,802 of the Kia 
Rios, which uses the name Pride in Korea. 
The figures increased by 14.3 percent 
from a year earlier and 10.4 percent from 
the previous month. It sold 1,364 more 
units than its runner-up Nissan, with sales 
of 9,646 units of the Versa. 

Hyundai and Kia Motors and Nissan 
have had an uncompromising fight in the 
U.S. sub-compact market. The company 
ranked first in December 2013, but Nis- 
san pushed it into second and third place 
in November last year. However, Hyundai 
and Kia Motors won back the first spot in 
December last year. Nissan took the first 
spot from January to March this year, but 
Hyundai and Kia Motors retook the lead 
in April once again. 



The combined market share for Hyun- 
dai-Kia Motors in the U.S. in April was 
25 percent, meaning that one out of every 
four consumers purchasing sub-compact 
cars bought either a Hyundai or Kia. The 
figures consistently increased in the past 
four months from 19 percent in January, 
to 21 percent in February, 23 percent in 
March, and 25 percent in April. 

The Korea’s largest automobile group 
also took the second spot in market share 
in the U.S. hybrid vehicle sector. Follow- 
ing Toyota and surpassing Ford. 

According to a U.S. eco car review 
website (www.hybridcars.com) on May 
17, Hyundai and Kia Motors sold a com- 
bined 3,373 units of hybrid cars in the 
U.S. in April. Hyundai sold 2,481 units 
of the Sonata hybrid, while Kia sold 892 
units of the K5 hybrid. 

Their combined market share in the 
U.S. stood at 10.4 percent last month, 
which was 0.3 percentage points higher 
than the all-time high of 10.1 percent in 
Sept. 2013. Hyundai and Kia moved up to 
second place in the sales rankings, over- 
taking Ford, which sold 3,057 units, for 
the first time in 38 months. (B 
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Fake Cars 

Hyundai Motor Suffers from Chinese, 
Even Japanese Knockoff Models 




The "Sheungtafei" model SUV from Hawtai Motor is almost a direct copy of Hyundai Motor's Santa Fe. 



H yundai Motor, the largest loeal auto- 
maker, is suffering the existenee of 
“fake” ear models, while at the same time 
their number and styles are both inereas- 
ing. Chinese manufaeturers have made 
fake models publiely, and lately even Jap- 
anese automakers have launehed ear mod- 
els with designs similar to that of Hyun- 
dai Motor. Japanese automaker Subaru 
has reeently introdueed the model “2015 
Legaey,” whieh is an imitation of Hyundai 
Motor’s Sonata. The parent eompany of 
Subaru is Fuji Heavy Industries. 

The Japanese automaker entered the 
Korean market in May 2010, but elosed its 
Korean operations in Dee. 2012 beeause 
of poor sales performanee. Currently, 
Subaru’s ears are not formally being sold 
in Korea, but its 2015 Legaey is selling 
in other eountries ineluding the U.S. and 



Japan. 

Until 2014, the Subaru Legaey has 
shown some ereative designs inelud- 
ing that of a horizontally-divided grille. 
Subaru’s designs for sedans and SUVs are 
similar. However, the grille design of 2015 
Legaey has turned into a ehunky hexago- 
nal one, whieh is quite similar to that of 
Sonata’s grille. 

An offieial at Hyundai Motor said that 
the eompany eannot verify that the Subaru 
model is a direet eopy of the Sonata, but it 
is true that the design of the 2015 Legaey 
is very similar to that of the Sonata. He 
added that the eompany does not have a 
plan to file a lawsuit against the Japanese 
automaker sinee it is very diffieult to veri- 
fy the infringement of design in partieular. 

However, Chinese automakers aren't 
even worried about that, and are mak- 



ing fake models publiely. Hawtai Motor 
eopied Hyundai Motor’s Santa Fe model, 
naming it “Sheungtafei,” and showing it 
off at the 2015 Shanghai Motor Show. The 
Chinese automaker onee imported and 
sold half-manufaetured parts of Hyundai 
Motor. The eontraets between the two 
automakers have expired, and Hawtai is 
now selling the Sheungtafei openly. 

It is well known that Chinese auto- 
makers go through fire and water to eopy 
foreign brands. They deftly mix multiple 
designs, and even eopy the names of the 
original brands. For example, the Land- 
Wind X7 is an imitation of the British 
Land Rover. It was ridieuled by the publie, 
sinee the automaker introdueed the model 
saying it has a “ereative” interior design. 

by Jung Min-hee 
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G M Korea announced on April 26 that 
the company visited its Chinese joint 
venture Shanghai General Motors (GM) 
along with its 32 subcontractors and held 
an event to help its domestic subcontrac- 
tors tap into the Chinese market, including 
business meetings with buyers. 

The company hosted the event from 
April 22 to 24 and ran various programs to 
provide support for domestic subcontrac- 
tors to make inroads into the Chinese mar- 
ket, including visits to local Korean com- 
panies and automakers and seminars about 
the Chinese auto market and investment. 

Edvaldo L. Crepaldi, vice president 
of the purchasing division at GM Korea, 
said in the event, “Among 78 businesses 
that were selected as the subcontractors 
of the year by GM in Detroit of the U.S. 
in March, 28 are Korean businesses. The 
superior quality and technology of Korean 
companies are appealing enough to attract 
Chinese automakers.” 

Shanghai GM is a joint venture 
between General Motors Company and 
Chinese state-owned automotive manu- 
facturing company Shanghai Automotive 
Industry Corporation (SAIC) Motor, that 
has a lineup of more than 20 products. 
It manufactures and sells Buick, Chev- 



rolet, and Cadillac brand automobiles in 
mainland China. As Shanghai GM sold 
approximately 1.71 million units in 2014, 
which was its highest sales record since its 
foundation, this would be a great business 
opportunity for the domestic subcontrac- 
tors of GM Korea. 

In the meantime. General Motors 
(GM) USA has made the official 
announcement that it will reduce output to 
be assigned to its plants in Korea. 

According to foreign press on May 4, 
Stefan Jacoby, executive vice president 
of consolidated international operations 
at GM, has recently said in an interview 
that the company will make India a new 
global manufacturing and export hub 
instead of Korea, where labor costs have 
ballooned in recent years. For GM Korea, 
which has been expecting that it will play 
a leading role as an Asian export hub in 
the future, it is a disappointing remark. 
South Korea has for years been a low-cost 
export hub for GM, producing 20 percent 
of the global output. However, labor costs 
in Korea have risen by more than 50 per- 
cent in the last five years, and the country 
has become one of the countries with high 
labor costs alongside Japan. 

“We have no concrete plans to close 



factories in South Korea,” Jacoby said, 
“but, to remain competitive, GM Korea 
must find ways to drive efficiencies over 
time.” GM’s Korea factories produced 
630,000 vehicles last year, but a capacity 
utilization rate of around 75 percent is too 
low to be profitable. This is why GM has 
ordered its plants in Korea to improve man- 
agement several times. However, the com- 
pany has often faced the opposition of its 
labor union. 

Market research firm IHS has predicted 
that the output of GM Korea will decrease 
more than a third to only 365,000 units in 
2025. The IHS said, “India will become a 
key global production and export hub for 
GM,” noting the country will partially 
replace South Korea as GM’s key Asian 
export base. 

Jacoby said, “Thanks to the low labor 
costs in India, 30 percent of the output, 
about 170,000 units, will be exported. GM 
will increase the annual production capac- 
ity in India from the current 282,000 units 
to 570,000 units.” Moreover, GM plans to 
significantly boost the ratio of components 
made and bought locally to around 70 per- 
cent of the overall component content and 
release two new models for lndia.0 
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More Domestic 

Imported Car Sales Dropped Last Month 




T he Korea Automobile Importers & 
Distributors Assoeiation announeed 
on May 8 that a total of 18,202 import- 
ed ears were registered in Korea last 
month to show an 18.3 pereent deerease 
from a month earlier and an 8.9 pereent 
inerease from a year ago. “The year-on- 
year growth had remained at over 20 per- 
eent, but dropped to 8.9 pereent last month 
due to the shortage of supply from some 
importers and inventory eontrol ahead of 
the release of new models,” the assoeia- 
tion explained. 

By brand, Mereedes Benz topped 
the list by registering 4,136 ears. It was 
followed by BMW (3,798), Volkswagen 
(2,612), Ford (1,044), and Audi (1,010). 
Six out of the top 10 brands showed an 
average deeline of 25 pereent month-on- 
month, while Mereedes Benz, Ford, and 
Peugeot inereased their sell-through by 10 
pereent or more. 

Audi’s sales volume fell 49 pereent 
from a year ago, whereas that of BMW 
MINI skyroeketed 140 pereent. Mereedes 
Benz inereased its volume by 25 pereent 
year-on-year, and the pereentages amount- 



ed to 30.7 pereent for Ford, 54.1 pereent 
for Chrysler, and 49.4 pereent for Peugeot. 

The Volkswagen Tiguan 2.0 TDI 
BlueMotion was ehosen by 847 eustom- 
ers to be the best seller of the month. The 
BMW 520d (615) and the Mereedes Benz 
E220 BlueTEC (441) followed. 

In the meantime, Hyundai Motor 
Company aeeounted for 41.3 pereent of 
the domestie market last month, exeeed- 
ing 40 pereent for the first time in four 
months. The pereentage had been 38.1 
pereent in January, 38.8 pereent in Febru- 
ary, and 38.5 pereent in Mareh. 

In the meantime, the number of 
imported ears put up for eourt auetion 
inereased 42.8 pereent from a year earlier, 
and more than five-fold eompared to the 
same period of 2012, to 320 in the first 
quarter of this year. The number for April 
2015 inereased 37.6 pereent year-on-year 
to add up to 95, too. Last year, a total of 
196,395 imported ears were sold in Korea 
to reeord a year-on-year growth of 25.5 
pereent. 

The majority of ear importers in 
Korea reeommend installment purehas- 



es, beeause it ean add to the sales of their 
finaneial arms. They give advanee notiee 
when the payment of the installment and 
interest is two months overdue. Then, they 
terminate the eontraet to initiate eollee- 
tion. 

They are maintaining high installment 
interest rates, although the key interest 
rate determined by the Bank of Korea is at 
a reeord low of 1.75 pereent. For example, 
the installment interest rates range from 
7 to 9 pereent for most of the top five 
foreign automakers’ mid- size sedans pur- 
ehased with a 10 pereent down payment 
on a 60-month installment plan. 

The finaneial serviee providers are 
boosting their profits under the eireum- 
stanees. Volkswagen Finaneial Serviee 
Korea reeorded 20 billion won (US$18.5 
million) in operating profits last year to 
post a 62.6 pereent inerease year-on-year. 
The profits of BMW Finaneial Serviee 
Korea and Mereedes Benz Finaneial Ser- 
viee Korea amounted to 31.5 billion won 
(US$29.2 million) and 18.7 billion won 
(US$17.3 million) in 2014, respeetively. (B 
by Jung Min-hee 
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Good Rep 

Domestic Shipyards 
Sweep Mega Container 
Ship Market 




An artist's render of Samsung Heavy Industries' 21,100 TEU 
container ship, which is the largest ever ordered to date. 



D omestic shipyards are sweeping up 
the global ultra-large container ship 
market. 

According to shipbuilding indus- 
try sources on May 15, total orders of 21 
container ships exceeding 20,000 TEU in 
capacity were placed globally from the 
end of last year to date. A 20-foot-long 
(6.1 m) ISO container equals 1 TEU. 
Among them, domestic shipyards such 
as Samsung Heavy Industries (SHI), the 
Philippines' Subic Shipyard of of Hanjin 
Heavy Industries & Construction (HHIC), 
Daewoo Shipbuilding & Marine Engineer- 
ing (DSME), and Hyundai Heavy Indus- 
tries (HHI) won 19 of the orders, virtu- 
ally sweeping the market. Japan’s Imabari 
Shipbuilding secured the other two orders. 
The 20,000 TEU container carrier can 



carry 20,000 containers with a length of 
20 feet at a time. The ship is 400 meters 
long, 60 meters wide, and 35 meters deep. 
Its deck alone is as large as four soccer 
fields. 

With domestic shipyards monopoliz- 
ing the 20,000 TEU container ship mar- 
ket, SHI stands out among them. It is the 
first shipyard to win the orders of the most 
and the largest containers. The company 
received 10 orders, half of the total orders 
of container ships exceeding 20,000 TEU 
made in the world to date. Also, it is the 
first domestic shipyard to win the order 
for a 20,000 TEU container ship, and the 
largest vessel of 2 1 , 1 00 TEU. 

HHIC’s Subic Shipyard is the second 
to win a 20,000 TEU ship order. The com- 
pany was awarded the contract to build 



three ultra-large 20,600 TEU container 
ships from CMA COM of France. 

DSME also won the order of four 
mega container ships of 20,000-TEU 
capacity from Maersk, while HHI recent- 
ly won a deal to build two 20,000 TEU 
container carriers from Canada's Seaspan 
Marine Corp. 

The increase in orders for ultra-large 
container ships is largely due to the fact 
that the competition in traffic is growing 
more fierce between global ship compa- 
nies. The mega container carrier needs 20 
to 30 percent less fuel than conventional 
vessels so it can reduce operating costs. 
The industry expects that an additional 
30 orders to build mega container carriers 
will be awarded this year. (B 
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Half of Total 

STX Offshore & Shipbuilding Wins 
Contract to Build 8 LR1 Tankers 



F ollowing March, STX Offshore & 
Shipbuilding has won an order to 
build Long Range Product Carriers (LRl) 
once again, sweeping more than half of 
total LRl tanker orders made in the mar- 
ket recently. 

The company announced on May 1 8 
that it signed a contract with a ship com- 
pany from the Marshall Islands to con- 
struct four 74,000 ton LRl tankers, plus 
the option for four additional units. The 
price of the contract was US$375 million 
(407.44 billion won), including the option. 



Under the contract, the vessels will 
begin being delivered from the end of 
2016. Once delivered, the LRl tank- 
ers will be chartered out to Royal Dutch 
Shell, a multinational oil and gas com- 
pany, on a long-term basis. With this 
contract, STX Offshore & Shipbuilding 
has received orders for 21 tankers since 
the first half of 2014, out of 36 orders 
placed in the global market. Converting 
the number into market share, the com- 
pany accounts for nearly 60 percent. It 
is believed that its LRl tankers won the 




STX Offshore & Shipbuilding's dockyards in Jinhae, South Korea. 



hearts of ship companies with its fuel effi- 
ciency and cargo efficiency. (B 

by Jung Min-hee 




BusinessKorea 58/59 



Adjusting Ownership 

Restructuring of Shipbuilders Picking 
Up Speed 




T he restructuring of shipbuilders such 
as Daewoo Shipbuilding & Marine 
Engineering, STX Offshore & Shipbuild- 
ing, and Sungdong Shipbuilding & Marine 
Engineering is picking up speed, as the 
creditors are planning on strict measures 
like M&As, with the stagnation of the 
industry continuing to make it more dif- 
ficult for them to get back the money they 
lent. 

Korea EximBank, which is the 
main creditor bank for Sungdong, sug- 
gested an additional support of 300 bil- 
lion won (US$274.3 million) to the other 
creditors, but Woori Bank and the Korea 
Trade Insurance Corporation said no to 
the proposition on May 11. Their reason 
for the opposition was the dim outlook of 
the company, despite the pouring of over 
2 trillion won (US$1.8 billion) since the 
initiation of joint control by creditors in 
2010. Under the circumstances, Sung- 
dong’s plan for building new ships with 
additional funds was thwarted, and the 
likelihood of court receivership increased, 
along with the possibility of the cancella- 
tion of the orders it received last year. This 
has resulted in the circulation of rumors 
that the company would merge with STX. 

STX has failed to show meaningful 
progress since the implementation of the 
voluntary agreement in April 2013. When 
STX and Sungdong are merged with each 
other, the empty docks can be shared, and 
joint material procurement becomes pos- 
sible for higher business efficiency, cost 
reductions, and a reduced risk of cutthroat 
competition, which will be very helpful 



for their business to get back on track. 

In this context, Korea Development 
Bank (KDB) is considering the sale of 
STX France to Daewoo Shipbuilding & 
Marine Engineering (DSME). 

An official from KDB said on May 
11, “We are currently examining vari- 
ous measures related to the manage- 
ment, including the sale of STX France 
to DSME. However, the disposal is just 
one of examination plans and nothing is 
decided yet.” 

STX France is one of the subsidiaries 
of STX Europe, and its 34 percent stake 
is owned by the French government. Con- 
trary to earlier expectations that the sale 
would progress favorably, the disposal 
process has not gone well for five months. 

With the current situation to activate 
the cruise ship market, KDB is consider- 
ing the scenario that DSME takes over 
STX France. This is because the bank 
believes it has the investment value, 
since the government seeks to prop up 
cruise ships in order to promote its new 
growth engine. As DSME propelled the 
acquisition of Aker Yards, the current 



STX Europe AS, in 2007, the company is 
expected to have no problem in the man- 
agement sector as well. 

“It is a possible scenario, but we 
should wait and see for a while.” the 
Korea Development Bank, which is the 
main creditor bank for STX. 

However, some in the industry think 
that the DSME will face plenty of diffi- 
culties until taking over STX France due 
to its financial situation. Since the DSME 
also does not have enough spare money, 
the scenario is rising that both are ailing 
companies. Another official from KDB 
said, “Selling STX France to the DSME 
is not an easy task to accomplish with the 
will of KDB alone, due to the equity struc- 
ture of STX France. 

Still, the creditors have to deal with 
opposition from the labor unions and the 
residents in the regions where the ship- 
builders are located. At present, 7,000 to 
8,000 people are working in each of the 
companies, and the restructuring can have 
a significant impact on the regional econ- 
omy. 0 
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Halal Market 




Korea Agro-Fisheries & 
Food Trade Corp. 
Focuses on Halal 



K orea Agro-Fisheries & Food Trade 
Corporation President Kim Jae-soo 
stressed the importanee of halal food as 
one of the eorporation’s key business 
items for this year. 

Halal food ean be defined as food 
that does not violate Islamie law, inelud- 
ing all kinds of vegetables, fruits, eere- 
als, and seafood along with mutton, beef, 
and ehieken proeessed in aeeordanee with 
eertain rules and pork- and aleohol-free 
proeessed food. Due to sueh partieular 
requirements, those in the Korean food 
industry have almost left this market of 
1.8 billion people unattended. 

Aeeording to industry sourees, the 
halal food market reaehed US$1,088 
trillion in size in 2012 and is expeeted 
to grow to US$1,626 trillion by 2018. 
Last year, Korean eompanies’ halal food 
exports stood at just US$680 million. It 
is non-Muslim multinational food eompa- 
nies that are dominating the market these 
days. For instanee. Nestle is eurrently 



produeing approximately 300 halal food 
produets in 150 or so faetories around the 
world. 

As its first step into the market, the 
Korea Agro-Fisheries & Food Trade Cor- 
poration sets up its first Abu Dhabi offiee 
next month. The offiee is expeeted to be 
a useful tool providing up-to-date news 
about the market and business in it and 
faeilitating the aequisition of the eertifi- 
eate for Korean food exporters. In addi- 
tion, business meetings are seheduled for 
the first half of this year in Gulf Coop- 
eration Couneil (GCC) eountries, while 
K-Food Fairs are held in Malaysia in 
August and Indonesia in Oetober along 
with an exhibition in Dubai in November. 

The eorporation has provided assis- 
tanee regarding the aequisition of halal 
food eertifieates, too. At present, the 
Korea Muslim Federation is the only eer- 
tifieation authority in Korea with regard 
to the matter, but its authorization is effee- 
tive only in Korea and Malaysia. Addi- 



tional eertifieates are required for export 
to other regions like Indonesia, Singapore, 
and the Middle East, whieh adopt differ- 
ent proeedures eomplieated to the point of 
diseouraging small firms. In this eontext, 
the eorporation has shared the eertifieation 
eosts sinee 2012, and the ratio of sharing 
has been raised up to 90 pereent. A total of 
500 million won (US$458,825) was pro- 
vided for 48 eompanies between 2012 and 
2014. This year, guidebooks eovering all 
of the different eriteria have been made 
available. 

The eorporation is also working 
on eross eertifieation between the KMF 
and the Majelis Ulama Indonesia (MUI) 
so that Korean food exporters ean better 
penetrate the Indonesian market, home 
to more than 220 million Muslims. The 
Korean government, on its part, is plan- 
ning on a halal food eomplex in the Food- 
polis loeated in Iksan, North Jeolla Prov- 
inee. 0 

by Jung Min-hee 



SME& STARTUPS 



Seeding the Future 



T he Korean government is sueeessfully earrying out its plan 
for the promotion of investment in venture firms and startups. 
The Small and Medium Business Administration announeed 
on April 26 that domestie venture investment reaehed 358.2 bil- 
lion won (US$333.6 million) in the first quarter of this year by 
inereasing 29.2 pereent from a year earlier, and the number of 
invested venture firms inereased 16.1 pereent during the same 
period to 238. 

Out of the investment, 105.4 billion won (US$98.2 million) 
went to those firms established within three years, while 112.2 
billion won (US$104.5 million) was invested in three to seven- 
year-old firms. The eombined amount inereased 55.4 pereent from 
140 billion won (US$130.4 million) or so eompared to the same 
quarter last year, and the ratio grew from 50.5 pereent to 60.8 
pereent. Also, 124 and 61 out of the 238, that is, 52.1 pereent and 
25.6 pereent of the total invested venture firms, were those types 
of eompanies, respeetively. 



9.0 pereentage points year-on-year, and that the serviee indus- 
try, ineluding online marketing, showed 7.7 pereentage points of 
growth. Meanwhile, the pereentages deereased by 8.6 pereentage 
points for eultural eontent, 6.4 pereentage points for bioteeh, and 

6. 1 pereent for the manufaeturing seetor. (B 

byJungSuk-yee 




Venture Investment Promotion Plan Working as 
Intended 



Public-Private 

LG Group to Foster 20 Venture Businesses This 
Year with Chungbuk Creative Economy Innovation 
Center 



T he LG Group announeed on May 13 that it will join hands 
with Chungbuk Creative Eeonomy Innovation Center to nur- 
ture 20 venture businesses this year in a bid to foster promising 
venture businesses and to promote start-ups in Chungeheongbuk 
Provinee. 

On May 13, the Chungbuk Creative Eeonomy Innovation 
Center, in eooperation with the Small and Medium Business 
Administration of Chungeheongbuk-do Provinee, hosted “Start-up 
Jump-up Day” to diseuss eustomized support and promotion for 
venture firms. 

CEOs from eight venture eompanies that were seleeted by the 
head of the Business Ineubation Center and offieials from Chung- 
buk Creative Eeonomy Innovation Center attended the event and 
diseussed speeifie assistanee paekages, ineluding patents, teehnol- 
ogy, and finaneing. 

The Chungbuk Creative Eeonomy Innovation Center will 
seek out an additional 12 promising venture businesses within this 
year and earry out aetive support programs that help them ereate 




The Chungbuk Creative Economy Innovation Center held Jump-up Day on May 13, where eight CEOs of 
venture companies and Center representatives discussed development strategies for venture companies. 



substantial results, including sales growth and overseas expansion. 

Yoon Joon-won, head of the center in Chungeheongbuk Prov- 
ince, said, “By actively using LG’s patents, technologies, and 
business expertise, we will provide customized support to each 
venture firm so that they can achieve tangible results.” 0 

by Cho Jin-young 




BusinessKorea 62/63 



Bleak Outlook 

Majority of Startups in Korea 
Driven Out of Business 



T he Korea International Trade Asso- 
eiation announeed on May 25 that 
the number of startups in Korea inereased 
12.1 pereent from a year earlier to 84,697 
last year. But many of them are failing 
to overeome Death Valley, whieh ean be 
defined as their third to seventh years 
when they faee diffieulties in terms of 
finaneing, market penetration, and other 
problems. 

In Korea, the ratio of those startups 
surviving their third year stood at just 
41.0 pereent in 2013, whieh was the low- 



est among 17 OECD member eountries. 
The pereentage was the highest in Luxem- 
bourg (66.8 pereent), whieh was followed 
by Australia (62.8 pereent), Israel (55.4 
pereent), the United States (57.6 pereent), 
and Italy (54.8 pereent). 

In Korea, three-fourths of newly- 
established eorporations went out of busi- 
ness within an average of five years, and 
the ratio of those eontinuing with their 
businesses was limited to approximately 
8 pereent. This implies that it is relatively 
easy to get into the market, but eompeti- 




tion is very intense, and many startups fail 
to realize the eeonomy of seale. 

Sixty-three pereent of startups in 
Korea were found to be those produeing 
little added value, while the ratio of those 
seeuring an opportunity was only 21 per- 
eent. The pereentages were 13 pereent 
vs. 58 pereent in Israel, 26 pereent vs. 54 
pereent in the United States, 30 pereent 
vs. 53 pereent in Britain, 22 pereent vs. 
46 pereent in Japan, and 42 pereent vs. 43 
pereent in China. 0 

byJungSuk-yee 



Advanced Base for Startups 

Google Opens First Asia Campus 
for Startups in Seoul 



G oogle opened its first Asian startup 
eampus, a system to support and 
faeilitate global entrepreneurs, in Seoul on 
May 8, and expeetations are growing for 
Korean start-ups will begin to go global. 

Through its “Campus Seoul,” Google 
will help develop Korea’s ereative ideas 
into ereating loeal start-ups and provide 
a platform to help them tap into overseas 
markets. However, it won’t direetly invest 
in speeifie start-ups. 

Loeal start-ups at Campus Seoul will 
have the opportunity to reaeh out to more 
users around the world using Google’s 
open platform, while Google ereates eeo- 
nomie value, ineluding the enhaneement 
of serviee use, by ineubating start-ups 
using its serviees. 

Exeluding Google Campus in the 
U.S., the Campus Seoul is the third 
Google start-up eenter to open in the 
world, following two other eampuses 
in London and Tel Aviv. Google's Cam- 
pus London has attraeted investment of 
US$110 million (119 billion won) and 
ereated jobs for 1,800 workers in the last 



three years sinee its establishment. The 
eampus in Tel Aviv has also ereated a syn- 
ergy effeet in Israel’s start-up eeosystem 
with the support of the Tel Aviv Angel 
Group. 

The Ministry of Seienee, ICT and 
Luture Planning (MSIP) has expeetations 
that Google’s advaneed start-up support 
system and its global network wil eontrib- 
ute to the globalization of Korea’s venture 
eeosystem through this Campus Seoul. 

In partieular, it expeets that loeal start- 
ups will build relationships with overseas 
start-ups, global aeeelerators and venture 
eapital firms. The ministry also expeets 
that by targeting the global market from 
the beginning of starting their business, 
the partieipants at Campus Seoul will 
attraet more global investment. Previous- 
ly, the global K- Startup program, whieh 
was jointly supported by the MSIP and 
Google, ereated 77 start-ups and attraeted 
25.3 billion won (US$23.22 million) in 
investment from 2012 to last year. 

With the eompany underlining that 
this is a favorable opportunity to start your 




own business, Google also emphasized the 
value of Seoul. 

It said that Seoul is the perfeet plaee 
to test next-gen IT industry sinee it has the 
highest smartphone penetration rates and 
Internet of Things (loT) utilization rates. 
In aeeordanee with these traits, Google is 
hoping that Campus Seoul ean beeome an 
entranee window for overseas eompanies 
to try to make inroads into the Asian mar- 
ket. 

The will of the government authori- 
ties to ineubate start-ups also stands out. 
Attending the opening eeremony for 
Google Campus Seoul, President Park 
Geun-hye said during the eongratulatory 
address, “We will seek to develop South 
Korea into the fastest growing global 
start-up hub in the world. Loeusing more 
on the qualitative aspeets of business start- 
ups in the future, the government will 
aetively promote teehnology and global 
business start-ups and support the private- 
ly-led venture eeosystem to grow more 
healthily.” 0 by Jung Suk-yee 




SCIENCES TECHNOLOGY 



Antimony Coats 

Research Team Develops 
Reusable Graphene Fuel 
Cell Electrodes 




An example of pure antimony, or stibnite. (Photo via Wikimedia Commons) 

A Korean research team successfully developed a technique to 
make a reusable electrode material for fuel cells for the first 
time. Once the technology, which was already transferred to a 
local firm, is commercialized, it is expected to greatly contribute 
to the supply of industrial materials. 

A research team headed by professors Back Jong-bum, Kim 
Gun-tae, Jung Hoo-young, Park No-jung, and Dr. Jeon In-yeop 
at Ulsan National Institute of Science and Technology announced 
on May 26 that they succeeded in developing a reusable electrode 
material for fuel cells by selectively coating antimony with gra- 
phene through a mechanochemical process, thereby maximizing 
electrochemical activities. 

Fuel cells are used to generate electricity through a chemical 
reaction between hydrogen, alcohol, oil, and oxygen, using a cata- 
lyst. Since platinum is mostly used for the catalyst, it is expensive 
to make fuel cells. Moreover, they perform poorly. Graphene used 
to receive a lot of attention as a replacement, but due to low elec- 
trochemical activities, the use of a non-metal element turned out 
to damage graphene crystals. 

The research findings were first published online on May 22 
by Nature Communications, a bi-monthly scientific journal pub- 
lished by the Nature Publishing Group. 



Resiliency Substance 

Korean Research Team 
Discovers Stress-Recovery 
Substance In the Brain 




A Korean research team discovered a substance in the brain that 
determines the ability to recover from stress, what was con- 
sidered to be a personality feature before. 

A research team headed by professors Kim Dong-gu, Kim 
Cheol-hoon, and Kang Ji-in at the Yonsei University College of 
Medicine announced on May 26 that they confirmed that a lack of 
metabotropic glutamate receptor 5 (mGluR5), a G protein-coupled 
receptor that in humans is encoded by the GRM5 gene, triggers a 
dramatic decrease in stress-recovery ability. 

They expected that this receptor related to learning and mem- 
ory would play an important role in stress recovery. Therefore, 
they created a stressful environment in which a control group and 
an experimental group of mice deprived of this receptor through 
genetic manipulation were exposed. 

After observing the behavior of the two groups, the research 
team found that the experimental group generally cowered, as 
shown by their tendency to stay in the comer. After analyzing sub- 
stances in the brain of mice based on the results of their experi- 
ment, the research team discovered that the mGluR5 of the control 
group that successfully coped with the stressful environment was 
activated, which led to the manifestation of DeltaFosB, a stress- 
recovery substance. It indicates that the activation of mGluRS 
triggers the manifestation of DeltaFosB, raising the possibility of 
artificially controlling stress. 

Professor Kim explained, “Our study gives hope that it is pos- 
sible to control stress by discovering that stress-recovery factors 
are in the brain.” He added, “I think that we can find a way to 
cope with stress that causes and aggravates illnesses of the body 
and mind such as depression, anxiety disorders, post-traumatic 
stress disorders, or lifestyle diseases including cancer.” 

The research findings were first published online by Nature 
Neuroscience, a monthly scientific journal published by the 
Nature Publishing Group. 



by Cho Jin-young 



by Cho Jin-young 
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Strengthening Response 

Biological Factor Found to 
Help Kill Infected Cells 




original material that forms a basis for the immune response was 
loeally diseovered.” He added, “I think that it will mark a new 
milestone in researeh aimed at eonquering eaneer or eliminating 
viruses, ineluding HlNl and avian influenza.” 

The researeh findings were first published online on April 13 
by the Journal of Cell Biology, a seientifie journal published by 
Roekefeller University Press. (B 

by Cho Jin-young 



Anti-aging Fruit 

RDA Discovers Substance 
Preventing Vascular 
Aging in Local Fruit 



A Korean researeh team has diseovered a eore biologieal faetor 
capable of killing infeeted eells more effeetively by seeurely 
anehoring T lymphoeytes to infeeted eells. 

The National Researeh Foundation announeed on May 14 
that Professor Jeon Chang-deok and PhD student Na Bo-ra at the 
Gwangju Institute of Seienee and Teehnology sueeessfully found 
a method to help T lymphoeytes kill virus-infeeted eells more eas- 
ily. 

When eells are infeeted with a virus, T lymphoeytes are the 
ones that deteet and kill infeeted eells. T lymphoeytes kill infeeted 
eells by injeeting deadly toxie materials into them through an 
immunologieal synapse. 

However, T lymphoeytes haven't been used properly in stud- 
ies to strengthen immunity to infeetion or treat eaneer, sinee 
researehers have failed to find a way to stabilize the immunologi- 
eal synapses. T lymphoeytes move with a globular multi-funetion- 
alal protein ealled aetin. The researeh team was able to diseover 
how to maintain the immunologieal synapse after diseovering 
the funetion of the TAGLN2 protein, whieh is produeed only in T 
lymphoeytes and strengthens the strueture of the lymphoeyte with 
the eombination of aetin. 

Animal experiments showed that a group of miee from whieh 
the TAGLN2-making gene was removed were unable to kill 
infeeted eells, even though the T lymphoeytes reeognized those 
eells. In eontrast, another group with a lot of TAGLN2 protein 
was able to kill eells more easily, sinee the T lymphoeytes were 
strongly attaehed to the infeeted eells. 

The researeh team is eurrently working to develop a peptide 
eompound that eontrols the funetion of the TAGLN2 protein. 
They think that this material will help inerease the body’s fight 
against viruses. It will also eontribute to eaneer treatments without 
rejeeting the transplanted organ by the patient's immune system 
when toxie T lymphoeytes speeifie for eaneer eells are direetly 
made. 

Professor Jeon remarked, “This study is signifieant in that the 




The fruit of Eleutherococcus gracilistylus, a close relative in the same genus as Eleutherococcus sessiliflorus, 
looks identical. 



A substanee that may prevent vaseular aging has been diseov- 
ered in the fruit of the Eleutheroeoeeus sessiliflorus tree. 
In oriental medieine, the fruit is ealled “the lion that drives out 
stroke,” or “Choo Poong Sa” in Korean, and is said to proteet the 
energy of the liver and the kidney, and to strengthen the tendons 
and the bones. It is used to treat quadriplegia, fraetures of the baek 
and the knee, blood that has leaked into the surrounding tissue, 
and strokes. The thorny shrub or tree Eleutheroeoeeus sessiliflorus 
is native to Asia, and does not have a eommon English name. 

The Rural Development Administration (RDA) announeed on 
May 12 that it extraeted Eleutheroeoeeus sessiliflorus A from the 
fruit and diseovered its ehemieal strueture. Also, it eonfirmed its 
age- suppressing effeets on vaseular eells through experiments on 
human umbilieal vein endothelial eells (HUVECs). 

The fruit of Eleutheroeoeeus sessiliflorus is likely to be devel- 
oped as a natural substanee to prevent and treat eardio vaseular 
disorders. In the toxieologieal investigation, whieh was earried 
out before eellular experiments, the level of eytotoxieity was also 
proved to be safe. 

The RDA has applied for a patent on the researeh findings and 
will expand its experiments to animals and human subjeets in the 
future. 0 by Jung Min-hee 







T he ISOFAR 2015 Goesan International Organie Expo + 
Industry Fair is four months away, being held at the Goesan 
Organie Expo planation from Sept. 18 to Oet. 11. 

The expo organization eommittee set up a plan to put together 
the venue and faeilities installation, and began to eonstruet some 
parts of the venue. 

The expo will eonsist of 10 Main Theme Exhibition Halls 
that will introduee researeh about the organie industry, 7 Outdoor 
Exhibitions that will introduee a vision of an organie industry, an 
Organie Medieinal and Cosmetie Produets Hall, and an Organie 
Expo Park. 

Longtailed shrimp, living fossils that were artifieally hatehed 
from found eggs, will be exhibited at the event as well, definitely 
drawing more attention. 

The organie expo is aimed at attraeting 190 South Korean 
eompanies and 60 overseas eompanies. Eligible partieipants are 
eompanies having organie eertifieates in the seetors of agrieultural 
and livestoek produets, proeessed foods, eosmeties and textiles, 
elothing, or household goods. At the moment, about 50 eompanies 
have registered. 

The organie industrial expo is aimed at attraeting 620,000 
South Korean and 40,000 foreign visitors. The organizational 
eommittee is promoting the expo, targeting student groups in the 
Choongeheong and metropolitan regions, as well as agrieultural, 
women’s, and hiking groups, whieh may be interested in organie 
foods. The eommittee also plans to attraet visitors to the regions 
near the expo venue by developing linked tour paekages with 
seleeted travel ageneies. 0 by Lee Song-hoon 



Event Overview 



Title: 


The ISOFAR 201 5 Goesan International 
Organic Expo 


Vision: 


Establish the "Organic Korea" brand in the 
world 


Theme: 


Organic Life - Science Meets the Public 


Period: 


201 5.9.1 8 to 2015.10.11 


Place: 


The Goesan Organic Expo planation near 
Goesan County Hall 


Hosted by: 


Choongcheongbuk-do, Goesan County, 
ISOFAR 


Ministry: 


The Ministry of Agriculture, Food and Rural 
Affairs 


Organized 

by: 


The The ISOFAR 201 5 Goesan International 
Organic Expo + Industry Fair organization 
committee 


Event: 


Theme Exhibition Halls, Outdoor Exhibitions, 
Organic Medicinal and Cosmetic Products 
Hall, international academic conference, and 
cultural performance 
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K-Shop2015 

Korean Retail Show K-shop at KINTEX 
Sept. 2-4 




K shop 2014 



KShop 201 4 Conference 




K shop 2014 



T he 2015 K-shop, South Korea’s only retail shop show, will be 
held at hall 2 of exhibition area 1 of KTNTEX from Sept. 2 to 
4. 

About 15,000 B2B buyers are expeeted to partieipate in the 
show. The show’s theme is “The strategy for sueeessful on-offline 
shops in the omni-ehannel distribution era,” whieh will be the 
subjeet of both exhibitions and eonferenees. The show will dem- 
onstrate organie linking strategies for offline, online, and mobile 
shops for sueeessful shop management. 

In the exhibitions, 200 eompanies’ most reeent produets and 
serviees of shop design (e.g. interior and visual merehandising) 
and shop teehnology (e.g. elient management, payment, digital 
marketing and seeurity) will be introdueed. 

The eonferenees, to be held for three days, will eonsist of 30 
sessions diseussing ease studies of omni-ehannel strategy, unique 
designs for attraeting elients, systematie eustomer analysis and 
digital deviee serviees. 

The K-shop 2015 is held by KINTEX and E-sang Networks, 
and sponsored by the government. For more detail, eontaet Yoon 
Myeong-hee, supervisor of the MICE projeet seetor of KINTEX, 
via 031-995-8072 or kshop@kintex.eom. Also eheek out www. 
kshop.org for more information. (B 



Event Details 



Title 


K-shop 201 5 


When 


2015/9/2-4 


Where 


KINTEX 1 Hall 2 


Scale 


200 companies participating, 20,000 visitors 


Components 


Exhibition, conference, 
showroom, special zone 


Items 


•Shop Design: Interior, shop facilities, visual 
merchandising, marketing 
•Shop Technology: i-Retail, digital display, 
distribution equipment, security 


Host 


KINTEX, E-sang Networks 


Sponsors 


Ministry of Science, ICT, and Future Planning; 
Ministry of Trade, Industry & Energy, Goyang 
City in Gyeonggi-do 



by Lee Song-hoon 




CULTURE 



Hello, Mr K! 

KCIS Introduces Korean 
Culture to Foreigners In 
the Country 

T he Korean Culture and Information Serviee (KCIS), a sub- 
sidiary of the Ministry of Culture, Sports and Tourism, put 
together a eolleetion of old and new eultural performanees ealled 
“Hello, Mr K!” that is visiting regions where foreigners eluster 
together sueh as universities, regional festivals, and industrial 
fields, KCIS said. 

The performanee ineludes a variety of Korean eultural eon- 
tent. For something new. Crew is an LED danee performanee 
troupe that performs, and for something old, Gwangaeto Samul, 
a traditional Korean agrieultural musie performanee, ean also be 
seen. There is also a performanee of the song Arirang by singer 
Kim Yong-woo, the musieal gala eoneert team The Muse, and the 
K-pop group N-Sonie. Partieularly, “Hello, Mr K!” has programs 
in whieh the audienee ean partieipate. 

The first event of “Hello, Mr K!” was held at Yonsei Univer- 
sity’s auditorium on May 15, with 1,600 international students in 




South Korea, KCIS said. The event was held as a priority, regard- 
ing the faet that there are now about 92,000 international students 
in the eountry, KCIS said. Yonsei University got its 1,000 Korean 
language students to wateh the performanee to learn about Korean 
eulture, the KCIS said. 

“Hello, Mr K!” will be put on for the U.S. army in Pyeong- 
taek on May 29, the village for athletes at the Universiade 
Gwangju 2015 on July 4, and Iksan Arts Center on August 15. 

Park Young-kook, the head of the KCIS, said that “Hello, Mr 
K!” was launehed beeause foreigners in the eountry have had a 
few opportunities to learn Korean eulture, although Korean soei- 
ety has beeome a multieultural soeiety. He expeets “Hello, Mr K!” 
to support foreigners learning Korean eulture, as well as enhane- 
ing the eountry’s image, he said. 0 

by Lee Song-hoon 



Bollywood Hallyu 

Korean Wave to Further Spread In India 



O n May 18, Minister of Trade, Industry & Energy Yoon Sang- 
jik and Anil Wadhwa, Seeretary (East) in the Ministry of 
External Affairs of India, signed an agreement in Seoul for the eo- 
produetion of audio visual programs by Korea and India. 

Aeeording to the treaty, every film and broadeasting program 
eo-produeed by the two eountries and satisfying eertain eonditions 
is regarded as a domestie produet in both of the eountries and 
ean enjoy the eorresponding benefits. Also, the eo-produeers are 
allowed to enter eountries with eonvenienee and regulations on 
them, and their produets are addressed by means of a temporary 
eommittee. 

The eo-produet title is granted when the eo-produeers make a 
eertain level of finaneial eontributions, and their eontribution of 
ereativity is rationally proportional to the finaneial eontribution. 
Speeifieally, the minimum is 20 pereent of the total produetion 
eosts for a film and 30 pereent for a broadeasting program. The 
agreement also states that a Korean filmmaker does not have to 
hire an Indian and ean be provided with some subsidies while 
making a film in India. 

At present, Korean TV dramas sueh as Haeshin and Daejang- 
geum are aired only in the Northeastern part in India. Under the 




eireumstanees, the treaty is expeeted to aeeelerate the spread of 
the Korean Wave aeross India, whieh is home to the world’s sixth- 
largest video eontent market predieted to grow by an annual aver- 
age of 10.4 pereent for five years to eome. 

As of 2013, the Indian film and TV broadeasting industries 
reaehed US$1.6 billion and US$9.7 billion in size, respeetively. 
In India, whieh is the eountry that makes the largest number of 
films a year in the world, approximately 2.5 billion movie tiekets 
are sold eaeh year, and the number is likely to go up with those 
in their 30s and younger aeeounting for 60 pereent of the entire 
population. © by Jung Min-hee 
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Market Destinations 

KTO Releases List of 1 6 
Traditional Markets for 
Tourists 

K orea Tourism Organization (KTO) released the list of tradi- 
tional markets that are most worth visiting for tourists. The 
list ineludes Ineheon Sinpo Market, Suwon Paldalmun Market in 
Gyeonggi Provinee, Sokeho Tourist & Fishery Market and Wonju 
Jungang Market in Gangwon Provinee, Chuneheon's Nangman 
(Romantie) Market, Cheongju Yukgeori Traditional Market and 
Seongan-gil Market in Chungeheongbuk-do Provinee, Daejeon's 
Joongang Market, Gwangju's Dae-in Market, Jeonju's Nambu Tra- 
ditional Market, Daegu's Seomun Market, Andong's Jungang New 
Market, the International Market and Bupyeong (Kkangtong) 
Market in Busan, Gyeongju's Jungang Market, the Seogwipo 
Maeil Olle Market, and Jeju's Dongmun Traditional Market. 

Among 35 traditional markets reeommended by loeal gov- 
ernments outside of Seoul, KTO made the final seleetion after 
sereening them by professional experts based on tourism attrae- 
tiveness for foreign tourists, sueh as aeeessibility, amenities, food, 
and nearby attraetions. The organization is planning to develop 
and launeh a “Traditional Market Eleetronie Stamp Tour App” for 
individual tourists later this year. 

Suwon's Paldalmun Market is the first and only market ere- 

Wave of Money 

Hallyu Has Induced 1 2.6 
Trillion Won of Production 

T he Hallyu or Korean Wave, the global popularity of Korean 
pop eulture, indueed 12.6 trillion won (US$11.7 billion) of 
2014’s national produetion, aeeording to the Korea Trade-invest- 
ment Ageney (KOTRA) and Korea Foundation for International 
Culture Exehange (KOFICE). 

The produetion indueement effeet of the Hallyu has steadily 
inereased from 11 trillion won (US$10.2 billion) in 2011, KOTRA 
said. 

In partieular, the online game and tourism seetors eaeh ereated 
2 trillion won (US$1.85 billion), while the food seetor ereated 1 
trillion won (US$925 million), KOTRA said. 

The eosmetie seetor indueed 8.824 billion won (US$8,164 
million) of produetion, having inereased by 56.6 pereent from last 
year, KOTRA said. 

Moreover, the export value of the eountry’s eultural eontent. 




ated by a king in history. It forms a large market area put togeth- 
er by eonsolidating several markets, ineluding the Paldalmun, 
Jidong, Minari, Motgol, and Yongdong markets. The market 
offers eultural events sueh as the Haenggung Road Light Festival 
and the Hwaseong Cultural Festival. 

Daegu Seomun Market is the largest traditional street market 
in Daegu, and it is visited by many tourists both at home and 
abroad. The market is also one of the eountry's oldest markets, 
dating baek to the middle of the Joseon Dynasty. It offers various 
foods, ineluding a wide variety of ggoma gimbap, or mini gimbap, 
kaljebi, a eombination of noodle kalguksu and soup sujebi, nabjak 
mandoo, or flat dumplings, and fresh fruit juiees. 

Also, Cheongju Yukgeori Traditional Market and Seongan-gil 
Market are the largest eonventional markets in Chungeheongbuk 
Provinee and the nation. A 5 -day market ealled “dokkaebi market” 
is also being held in the early morning on every date ending with 
a 2 or a 7. KTO will promote the 16 traditional markets aeross the 
world through its overseas branehes and develop its tourist prod- 
uets in eooperation with loeal travel ageneies. (B 

by Lee Song-hoon 




eonsumer goods, and tourism seetors inereased by 8.4 pereent 
from last year, while the eountry’s growth rate of its overall export 
value was 2.3 pereent, KOTRA said. 

The Hallyu has beeome more popular in Malaysia, Myanmar, 
Vietnam, Uzbekistan, Indonesia, Taiwan, Singapore, China, Thai- 
land, and the Philippines, KOTRA said. In eontrast, it appeared to 
be deelining in India, Iran, and Japan, KOTRA said. 

The Hallyu is steadily growing in its emerging markets in 
Mexieo, the United States, Argentina, Germany, Russia, and Bra- 
zil, aeeording to KOTRA. B 
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